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Nation’s Fiscal House 
Should Be Putin Order 
Immediately: Baker 


Chairman ef Board of Directors 
of the Bank of the Manhattan Co. 
says government fiscal affairs are 
out of balance and should be put 
in order before time runs out. 
Reports bank’s increase in capi- 
tal funds of $10,458,000 through 
sale of stock, and predicts net 
operating earnings in 1949 equal 
to that of 1948. 


J. Stewart Baker, Chairman of. 
the Board of the Bank of the} 
Manhattan Company, New. York,’ 


in the 15lst report for the annual 
meeting of 


stockholders 


on Dec. 6, af- 


atten- 
to 


called 
tion 
ord of 


since 





J. Stewart Baker though per- 
sistency of 
growth has, in the past, been 


characteristic of our 
system, history teaches us that we 
must be constantly on guard 
against the hazards of monetary 
and fiscal disorders lest they 
prove a permanent blight on 
progress.” 


“Therefore,” he added, “it is of 
the greatest importance that there 


(Continued on page 27) 


ter reviewing 
the  dévelop-= | 
ments of 1948, | 


the 
historical rec- 
the 
United States 
the 
Manhattan 
Company was 
chartered. He 
warned, how- 
ever, that “al- 


enterprise 
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Taft Calls for Careful 
Study of Pensions 


Republican party leader says whole subject is in complete con- 
fusion and question is whether our economy can stand tremendous 
burden. Advocates study of idea of a basic uniform Federal pen- 
sion plan based on a Federal tax, with ‘special funds set up by 
particular industries, financed by employers and employees. 


In the Nov. 


the Senate Fi-@ 


23 issue of his “Washington Report,” Sen. Robert) 
A. Taft, Republican leader in the Senate; warned there is complete | shook the world, one thing seems fairly certain: 
confusion regarding pensions and health insurance programs.and rec-| 
ommended that the subject should receive the most careful study of 


What Makes a Bull Market? 


| By 8S. B. LURIE 

| Paine, Webber, Jackson & Curtis 

| Analyst expects Speculative Renaissance in early 1950’s based on 
(1) open-end investment trusts’ popularization of the common stock 
idea; (2) investment of pension funds; and (3) bullish implica- 
tions of increasing population and higher standard of living. Holds 

| we need an economy that is more generally and less selectively 

prosperous. 

On this twentieth anniversary of a market crash which later 
History is not likely 


to repeat itself via a nearby cataclysmic deflation. To the contrary, 
there is reason for believing that an important turn in the cross cur- 








nance Com- 
mittee, 

“The pension 
settlement. 
made in the 
steel indus- | 
try,” Sen. Taft | 
writes, “raises 
the question 
whether we 
are drifting | 
into a general 
problem of 
providing 
$100 a month 
for all persons 
over 65 years 
of age to be 
paid either from government or 
industry. If a steel worker and a_| 


EDITORIAL 


Robert A. Taft 





miner are to receive that sum, 
why not a molder or a waiter? uncertain in exact amount. 
The Federal Old Age Insurance 


Plan grades pension payments in 
accordance with wages previously 
paid, but the matter now is be- 
coming one of a flat sum for all, 
along the lines of the Townsend 
Plan. 

“It would cost about $12 billion 
a year to pay this amount to all 
persons over 65 years of age. Of 
course, no such sum can be paid 
out of any pension fund accumu- 
lated on a sound actuarial basis. 
The reserve would be so huge that | 
it would have to purchase most of | 
the property in the country. A re-| 
serve in government bonds would | 


(Continued on page 27) 


Superficially, 


Insurance” 


entered into. 
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As We See It 


Some Observations ‘on the 


For some years past “pensions’ 
in the public eye. What is now called “Old Age and Sur- 


| to how such schemes as these were to be, indeed could be, 
| financed. Obviously, commitments are both large, and often 


concerns are not eager to enter into them without some 
sort of provision in advance for the payments they are cer- 
tain to be called upon to meet at some later date. 


somewhat 
arisen in connection with the 


prises which are now one after the other being obliged 

to set up pension schemes for their employees are, for 

the most part, seeking to “fund” their commitments. 
(Continued on page 31) 





THE NATIONAL CITY BANK} 


@rents of* the 
late 1940’s is 
in the making 
—one which 
will result in. 
the early 
1950’s_ being: 
classified as - 
the era of a 
speculative 
renaissauce. 


“F unding” of Pensions 
’-have been increasingly 





»5| Why? 
vivors’ Insurance” gave great impetus to the “movement, Q) The 
if such it may be termed. More recently the so-called steel highly suc- 
case, and the arrangements set up by the Ford Motor Com- — ter rf 
pany and some other industrial concerns of great promi-|hient truets Sidney B. Lurie 
nence, have centered renewed attention upon this matter.|are  popular- 
It was, of course, inevitable that the question be raised as|izing “the 


common stock idea” with an en- 
tirely new class of buyer, which 
means vastly enlarging the po- 
tential list of direct stock pur- 


charers in that: (a) Some of these 
new investment trust sharehold- 
ers may eventually become im- 
patient with the group’s relative 


Naturally, prudently managed 





similar questions had 
“Old Age and Survivers’ 


program of the Federal Government, and 
reasoning largely by analogy, the conclusion in this 
case had been to “fund” the obligations or commitments 
And so it is, and so it unquestionably 
would have been in any event, that the business enter- 


price stability and seek a partici- 
pation in the more volatile mar- 
kets; (b) Having taken the plunge 
and seen the mysteries of stock 
ownership disappear, others will 
(Continued on page 34) 
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PULL EE ELL U 
Trading Markets 


American Furniture Co. 


Ala. Tenn. Nat. Gas Co. 


‘anda few oth- 


ithe action of quality 


| explain 
‘apparent 


field, 
|tently made a superior competi- 


The Market Outlook for Retail Store Shares 


By DONALD K. RUSSELL* 


Vice-President, National Investors Corporation 


Analyzing position of retail trade and outlook for retail store shares, Mr. Russell foresees consumer buy- 
ing maintained at high level, despite evidence of more conservatism in spending. Says existing price 
structure to large extent has heen frozen, because of wage regidities and government policy against 


deflation. 


If we are to live in a welfare state, retail trade should be active and profitable. 
stock market seems to view the possibility with reserve. 


balance of the conflicting cu 


which have 
done well in 
1949 on fac- 
tors peculiar 
to their field, 
retail stocks 
have not been 
outstanding. A 
few variety 
chains togeth- 
er with Pen- 
ney, Feder- 
ated, Sears 


ers, have done 
fairly well. 





| Many other is- 
| sues have held 


Donald K. Russell 


about even or 
market. Disparity between 
issues and 
that of lesser names has been 
rather wide. The relatively stable 
variety issues have found favor, 
though they do not afford an es- 
pecially vigorous play if retail 
business is to be active. Conflicting 


‘and confusing currents operative 


within the branches of retail trade 
have been reflected also in their 
stocks. But it seems possible to 
the confusions and the 
discrepancies of per- 
formance and to find basis for 
appraising constructively the fu- 
ture. 

The extent to 
and quality have 


which 
been 
in the market action of Murphy. 
Representing a relatively stable 
the company has consis- 


tive showing, resulting in excel- 


lent sales and earnings perform- 
| ance. 
| proximately 


Its stock is selling at ap- 
the 1946 high, at 


‘about 11 times earnings (prewar 


Dan River Mills 
—— 


/ normal 


was 10) 
more than 4% 
dividend, 


to yield 
on this year’s $2 
though the market 


| abounds in high yields. 


Scott, Horner & 


Mason, Inc. 
Lynchburg, Va. 


Tele. LY 83 LD 33 
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Sears also has behaved rather 
well, considering that the hard 
lines on which it primarily de- 
pends face further readjustments. 
Some 14% under its 1946 high, 
Sears stock is selling at 1042 times 
earnings, not far from its prewar 
normal of 12-13 times. Yield on 


< 


Holds, despite rising expense ratios, retail store stocks offer some enhancement possibilities. 


The 


It has taken conservatively the 


rrents affecting retail trade. Apart frcom the chain groceries, 





| 


| 


| 
| 


|declined in the face of a rising | 
_ stock 





a number of department store is- 
sues selling around half their 1946 


highs. Those highs were in part 
based on earnings which were 
freakish in character. Quality is- 


sues are closer to 1946 peaks, as 
for example Federated which is 
within 25% and May within 30%. 
Some of the lesser-known names 
aré priced around one-third 
1946 tops. Price-earnings ratios of 
around six times are prevalent 
and there are high yields on divi- 
dends being well covered. 

The desire to buy well-managed 
companies is understandable under 
any circumstances. It is associated 
currently with disdain for the ab- 
normal or freakish, and some 
marked contrasts have resulted. 

It must be admitted that the in- 
different action of nongrocery re- 
tail issues this year accords with 
declining sales and reduced profit 
margins, bringing about consider- 
able drops in earnings, especially 
in the-mail order, department 
store and certain specialty com- 
panies. That isn’t too bullish. Un- 
seasonable weather conditions 
will make for sizable markdowns 
at the end of this year, even 
though the price structure 
firmer. The heavy markdowns of 
mid-1949 and late 1948 related 


is 


| more to a weaker price structure. 


stability | 
empha- | 
sized by stock buyers is, illustrated | 


little | 





the $2.25 total dividend is moder- | 


ate at 5.3%. This price basis seems 
related to the company’s ability 
consistently to increase its share 
of the national market. 

Further down the scale, we have 


*A talk by Mr. Russell at the 
New York Institute of Finance, 
New York City, Nov. 23, 1949. 





The second half of the year usu- 
ally provides about 60% of retail 
sales and earnings. The 1950 re- 
sults will accordingly be deter- 
mined primarily by second half 
conditions which are as yei difti- 
cult to appraise closely. There is 
little tendency for the market to 
discount presumed benefits from 
the $2.8 nillion refund on veter- 
ans’ insurance. It will not in it- 
self make or break the first half 
earnings. Possibly 
in important fields such as pro- 
ducers’ durable equipment and 
automobiles will be an offset to 
the refund. With competitive 
pressure strong, improvement in 
retail markups will be difficult. 
These are subnormal fcr various 
companies, especially department 
stores. 

Yet if general business is un- 
likely to deteriorate significantly 
over the visible future (we will 
attempt to show why) and if con- 
sumer incomes are to remain high, 
a pessimistic view toward retail 
trade seems untenable. One has, of 
course, to acknowledge keen com- 
petition, which is entirely normal. 
Perhaps a survey of the factors 
affecting earnings to discover 
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of 


‘sents the 86% 


readjustment | 


, spending to income. But the hard | 
| goods sales were somewhat short | 


| improved 


| consumption 


what abnormalities remain, 


will | 
be revealing. 
Consumers’ Income Maintained 
One can argue that the prevail- 
ing level of disposable income is 
freakish. Certainly it represents 
an unaccustomed magnitude, at 
nearly 300% oi the 1935-9 aver- 
age. It rose steadily from 1933 
through 1949, except for a moder- 
ate setback in 1938. One can say 
that a large part of this repre- 
to 90% price rise 
from 1935-9 and that a good deal 
of it will wash out, as it usually 
does after major wars. Thus the 
long one-way expansion of retail 
tirade may have come to an end, 
now that general activity and 
prices have faltered, pointing to 


keenest competition and undis- 
tinguished profts. One may dis- 
pute as fanciful. Mr. Truman’s 


remarks about a $300 billion na- | 
tional income. But it must be rec- 
ognized that the forces supporting | 
the present level of disposable in- | 
come, to which retail trade is 
closely geared, are extremely 
strong. The present rate of in- 
dustrial activity is around esti- 
mated present normal. We see 
currently a strengthening of soft 


goods prices, which have come 
dewn sharpiy. The risks in the 
price structure center mainly 


around farm products, which have 
formidable underlying support, 
and certain of the consumers’ dur- 
ables such as cars. Consurmer out- 
lay, the largest contributor to na- 
tional income, is in a sense self- 
generating. If the duratle part of 
it falls off the rest may gain rela- 
tively. Some parts of private ii- 
vestment (producers’ durable 
goods?) may decline but an off- 
set may be founa in higher pub- 
lic works and -governmental ex- | 
penditures. Wage rates are rigid. 
Liquid assets in the hands of in- 
dividuals and unincorporated 
business approximate $200 billion 
in cash, bank deposits and U. S. 
Government securities. The Ad- 
ininistration’s eagerness to com- 
bat any deflationary tendencies, 
mindful of the public debt, is well 
known. Private debt is insuffi- 
cient to be cause for concern. The 
prevailing area of consumer in- 
come therefore seems well under- 
written. 

The level of retail trade rela- 
tive to income may be attacked. In | 
the 12 months ended June 39, | 
1949 total retail trade of $129.8 
billion was some $9.4 billion, or 
6% , above the level of trade indi- 
cated by prewar relationships of | 


of normal expectancy. The 8% ex- 
cess traces to soft goods, in fact 
to foods. Apparent per capita con- 
sumption of food, on a unit basis, 
is running some 10% above 1935- 
39; large numbers of persons have 
in relative income 
standing and are eating better. 
The increase of per capita unit 
has however been 
decreasing; it was 19% in 1946. 
The non-food elements of soft 
goods trade are definitely not| 
above normal for this level of in- | 
come; some oi them are subnor- | 

| 

| 





mal. 

Another measure of the abnor- | 
mality of current retail spending | 
is afforded by the proportion of | 
income snent on services—hous- | 
ing, household utilities, personal | 


| services, recceation, etc. The cur- | 


rent outlay for services is sub-| 


| normal, allowing that much more | 


(Continued on page 33) 
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Inflation No Problem in 1950 


By LEO BARNES* 


Chief Economist, Prentice-Hall, Inc. 


~® LICHTENSTEI 





Dr. Barnes, commenting on fears of creeping inflation, lists seven 
reasons why purchasing power of dollar is not likely to decrease _ 
in coming year. | 


Rising stock prices, continued 


spite the strongest possible official deni 


rumors of dollar devaluation de-} 


that will result from general yielding to fourth-round pension de- | 


mands of tnions, the steadily mounting Federal defici 
many © 


rise in 





| Old age benefits early next year. 
That will cut pension costs for 
most firms which recently signed 
pension agreements—even though 
| it will also raise social security | 


cammodity 
futures andin 
some com- 
modity prices 
—all these 
forces have 
joined to re- 
vive many a 
businessman’s 
tears - at 
“creeping” or 
“crawling” in- 
flation. Dem- 
ocratic vic- 
tories in the 
recent elec- 
tion, accent- 
ing the “wel- 
fare state,” seem to confirm that 
fear. 


It’s one thing to say that no | 


| 
} 
| 
| 


| 


| 


| 





Dr. Leo Barnes 


levels is in prospect. I have main- | 
tained that position for the past 
three years—in a period when 
Wall Street and many business- 
men were predominantly bearish. 
But it’s quite another 
to assert that the purchasing 
power of the dollar will go lower 
and lower with each passing year. 

So insistent is this last fear 
that it seems desirable to review 
in some detail the reasons why 
our economists believe that the 
purchasing power of the dollar 
will rise slightly, not decline in 
1950: 

(1) With most industries oper- 
ating well below capacity, com- 
petition is steadily intensifying. If 
all industries were running at full 
peacetime capacity, the Prentice- 
Hall production index would be 
approximately 125% of the 1946 
average. Actually, most industries 
are today operating in the neigh- 
borhood of 80° of capacity, and 
the P-H index of total industrial 
production is in the 100-105 range. 
In this basic context of produc- 
tion well below capacity, neither 
higher costs nor higher demand 
by themselves mean higher over- 
all prices. With individual excep- 
tions, increased demand alone 
simply brings out more produc- 
tion, not higher prices. Similarly, 
moderately higher production 
costs alone often only intensify 
the search for increased efficiency, 
or result in slimmer margins 
rather than: higher prices. 

(2) Pensions are not necessarily 
inflationary,. Additional pension 
outlays beginning next spring will 
surely boost production costs: and 
the first effort of the firm or in- 
dustry affected may be to try to 
raise prices accordingly. None- 
theless, the inflationary impact of 
pension increases recently granted 
is easily exaggerated. Congress 
is sure to provide larger Federal 

“Extracted from the Prentice- 
Hall “Report on the Business Sig- 
nificance of the News,’ Nov. 19, 
1949. 


| sion increase is decidedly less in- | 
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| taxes for everybody. Moreover, | 
it must be recognized that a pen- | 


flationary than a pay increase. A 
wage boost raises current income 
By con- | 
trast, a pension grant doesn’t 
|raise a worker’s take-home pay, 
may even reduce ,it slightly in’ 
cases where the worker himself 
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they increased income and there- 
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gardless of small price changes, | 
cost increases due to pensions may 
be reflected in higher prices. 
Thus, steel prices may be boosted 
later in 1950 to match higher 
costs. But it’s doubtful whether 
automobiles or refrigerators, rail- 
way cars or machine tools, or 
most other steel-using products, | 
will go up in price correspond- 
ingly. 

(3) The 1949-50 government 
deficit is a cushion against further | 
deflation—not a positive stimulus 
to more inflation. The current 
deficit results not so much from | 
higher government 
from lower tax receipts due to 
deflationary trends in the econ-| 
omy. Moreover, even increased 
government spending would not 
necessarily raise overall prices as 
long as the economy was operat- 
ing well below capacity. 

(4) Near-term devaluation of 
the dollar is extremely unlikely; 
while recent foreign devaluations 
are moderately deflationary in ef- 
fect. For this country to devalue 
the dollar in 1950 would be to 





undo completely the recent world- 


wide devaluation which the U. S. 
itself urged. In any case, the dol- 
lar can be revalued only by Con- 
gressional action, not by execu- 
tive order. One major reason why 
rumors of devaluation of the dol- 
lar persist despite all denials is 
that such rumors help foreign 
governments discourage thé flight 
of native capital into dollars, 

(5) Unions will be less belliger- 
ent in 1950. Almost all current 
contracts provide for the status 
quo on wages right through 1950. | 
As a result, next year should see 
no major interruptions to produc- 
tion such as have occurred in each 
of the past four years. Steady} 
production will whittle away or- 
der backlogs, keep prices com-) 
petitive. 

(6) Demand for many types of | 
durable goods is in a declining 
phase. Automobiles, other house- | 
hold durables, new industrial and 


(Continued on page 4) 
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Railroad Rates, ICC Policy and Featherbed 
Rules—The Need for an Investigation 


By ELISHA M. FRIEDMAN 
Consulting Economist 


Mr. Friedman contends ICC minority’s suggestion of lowering passenger fares is superficial. Asserts 
government policy ignores costs, which are raised by unprofitable branch lines, grade crossing expenses, 
taxes, featherbed rules and by mileage basis of pay based on 1875 speeds. As remedies, Mr. Fried- 
man would revise ICC act, limit its regulatory powers and reduce its managerial functions, would re- 
quire it to allow a fair average return and to increase rates promptly. Calls for independent investiga- 
tion of the raliroad problem by economic research institution like Brookings, financed by private foun- 
dation, to examine restrictive practices of the unions and featherbedding, ICC procedure and discrimi- 
tory legislation. Holds American railroad policy proved ruinous and a remedy is required promptly. 


I. 


The dissenting minority of the ICC thought that the railroads ought to exepriment 
with lower rather than higher fares. It cited the fare increase of July, 1948, to show that 
other measures are necessary to stop the stzady decline in passenger revenue and that 


ower far¢es*— : ; 
may increase! years of phenomenal traffic, about , ling the railroads to follow! How | 
volume. ‘double the prewar years 1938-39. | can any industry thrive when com-_ 


passenger, next depressfon? 


enure country |turn of 3.54% under ICC regula-| industrial prices are set by com- 
and 44% for | tion, but the regulated public utili- | phic 
tne East. But| ty companies, including electric- | set by commissions. 
the cost of|:ty gas, telephone and transport) selling prices are set by both. 
materials pur- were granted 6.43%. In the pros- | Railroad rates are set by the 
chased in-| perous half decades 1926-1930 and | CC on the theory that the rail- 
creased over | 1941-1945, the railroads earned roads have a monopoly of rans- 
100% and | less than 5%, but the utility trans- | portation. How unrealistic is this 
wages almost | port companies earned over 6%. | VIEW: Few industries are subject 
doubled. The | in the depressed 1930s, the risky | t 
ICC at nO} railroad business earned 2.22%, or | many quarters. In fact, in build- 
‘r-e protested | less than the rate on riskless U. S.| ing State highways, land is often | 
the rise in costs and the minority | Government bonds, while public | t@ken from the railroads and used | 
cpinion seems to ignore it even | utilities earned 6.26%. | to Nae ane rage sage pA na 
now. ; “Te sthing | Vale automobile, e bus anc e | 
The dissenting minority cited | ener gh pon pon | truck. The present _rate-making 
the Southern railroads as an ex-|,aijroad rates which produces such | Policy was legislated in 1906, actu- | 
ample of sound policy in not rais- | yi] results. From 1916 te 1947, | ally in the days of the horse-| 
ing fares. However, the South. is | ton-miles increased by 182%, pas- | pense cere: “— and a hag | 
not comparable with the East. Dis- | senger miles by 133%, property rin i r e bo compe ; ion to ; 1€ 
tances between cities are greater, | investment by 128%, annual wages | Aenea ge — ~ og engine ar 
therefore terminal expenses are) by 296%, hourly wage rate by pe waeeeee the ve be ~ 
lower. Besides, passenger revenue | 35090, But net earnings declined mm Mes <3 ay Me e + road. | 
is a smaller percentage of total | t6 15%, the percentage of return | But t e C still lives in bygone | 
gross revenue and, therefore, 8) declined to 59% and the dividends | "Th ICC the — oe ee 
smaller passenger service deficit ' declined to 77%. What sort of rate| eo CC nape oO ov pecrior | 
cretie traffic easily carried by) pegulation is that? Let the ICC sss einer ahaliiie alent Gaaediiiean on 
. « “\ar ! 
| answer! : ; was free. In the automobile in- 
Over a period of years the rail- 





Elisha M. Friedman 


Operating the railroads is the) 


since 1939,| What will be the earnings in the | petition lowers tue floor of sell- | 
|ing prices and gevernment regula- | 


faresincreased| For the period 1926-1945, the lion depresses the ceiling? Ne | 
26% for the! railroads earned an average re-|°ther industry is in this plight 


petition. Public utility prices are | 
2 ae re 1 : 
3ut railroad | ment houses and multiple govern- | 


I estimate | 


| to such keen competition from so | 





business of the managers and not) 
of the ICC. Its powers and duties 
are defined in Section 15-A-2 of 
the Interstate Commerce Act. “In 
the exercise of its power to pre- 
scribe just and reasonable rates, 
the Commission shall give consid- 
eration to the need of revenues 
sufficient to enable the. carriers 
under honest, economical and ef- 
ficient management to provide 
service.” The ICC failed in its 
duty. 


The ICC does not bezr the risk 
of failure in its deciziors. The risk 
falls on the stockholder and the 
responsibility talls on the manage- 
ment. The attempt by a govern- 
ment body to assume the functions 
of management was the subject ot 
comment by James M. Beck, for- 
mer Solicitor General of the 
United States: “What is stranger 
than the belief that if the Presi- 
dent selects 11 men from the body 
of the people, not one of whom 
has had any practic:1 experience 
in operating a railroad, that forth- 
with, by the magic of parchment—- 
called a Commission—they be- 
come endowed with an ability, to 
which even the most experienced 
railroad official would not pre- 
tend, of supervising and control- 
ling the intricate affairs—mechan- 
feal and financ’al—of all the 
railroads in the United States?” 


The policy of the ICC has been, 
generally, to concede lagging and 


roads must average a fair return, 
but the ICC concentrates on try- 
ing to fix a return at each hear- 
ing. That is impossible. The rail- 
road industry by its very nature | 
is subject to great fluctuations in | 
the volume of traffic, earnings and 


declining business, it is impossible | 
to raise rates, for the volume} 
shrinks. In depressed years the | 


go to zero or even to a deficit. | 
Therefore, in such a “prince and} 
pauper” industry, to average even | 
only 4%, the rate of return in a} 
good year might have to be 8% 
or better. But the ICC does not | 
allow a 4% return in good years | 
and the industry can earn but! 
little in poor years. 


The ICC views are too narrow | 
and fragmentary. It conceives its'| 
policy in too technical a sense. | 
Therefore, railroad earnin¢s are | 
low. Despite greater traffic and | 
improved service, railroad  in-,| 
comes declined steadily. Since 
World War I, new money put into 
railroads came 1% from stock and | 
99% from bonds or earnings. Risk 
capital was not attracted to the 
railroads because of the totally in- 
adequate return. 


Of the two views on rates, the 


and the cost of the service to the 
producer, the value theory sets a 





niggardly increasts. In 1946. peak 


roof and the cost theory sets a 


traffic for peacetime ended in low | floor. But the cost aspect, though 
earnings for all roads and deficits known, is disregarded in decisions 


for some. The return on the in- | PY the ICC, 
| e 


| Railroad rates are fixed by two) 
| forces. The ICC fixes prices by | 


vestment is insignificant in boom 
years. Industrial corporation prof- 
its for the years 1946 and 1947 


It would cut rates 
low cost. 


were the greatest on record, but) fiat and subsidized agencies of 


the railroads earned only 3.10%) 
on the net investment after de-| 


| transport, by land, sea and air, 


“ een Whe base of ret for set competitive rates. How absurd 


the four years 1945 to 1948 was) 


it is for the ICC to urge lower 


about 3.6%. Wheat a shocking re-|rates when the competitors are 


flection on the ICC! These were! already cutting rates and compel-| 





| version 


| ment. 
|are not maintained, will the Army 


|who cares about 


dustry selling prices were reduced | 
steadily from 1909 to 1939 and) 
volume rose very greatly. But the | 
industry had a long record of | 
orofits and could experiment with 
lower prices to stimulate volume. 
fr the automobile industry this | 


Alpe etn policy was possible because both | 
the rate of return. In years Of| selling prices and costs were tree | 
and unregulated. But in the rail-| bei : ee 
- : ; ein rchased by : y 

road industry selling prices are | & purchased by an individual. 

oni “age oe : F pre- | 
earnings for Class I roads might| .cribed by government emergency | 
The railroad industry in | 


regulated and wages are 
boards. 
the last two decades has had no 
such record of profits. When sell- 
ing prices exceed costs, selling 


exceed selling prices, selling 
prices cannot be cut. 
II. 


The diversion of traffic, feared 
by the ICC, is a genuine danger. 
But it is superficial thinking to 
look at rates alone as the cause. 
The competitors of the railroad. 
namely the bus, truck, automobile, 


airplane and the waterways, are | 
|}all subsidized by the government. 


The effect of further traffic di- 
would be bad for the 
country. During the last war, ef- 
ficient passenger transportation by 


| railroad made it possible to move 
, | great armies between the Atlantic 
value of the service to the user | 


and Pacific in passenger equip- 


If the passenger services 


move our soldiers in boxcars, as 
the European countries did under 
the slogan “40 (men) or 8 
(horses)’’? 


The railroad workers also will 
suffer. Traffic diversion means 
fewer jobs. Last and least, for 
the forgotten 
ran, the stockholder will have his 
equity in the railroads wiped out. 
Then under government owner- 


ship, the worker will suffer once 


_again, for while the railroad work- 
(Continued on page 30) 
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New Building Prospects 


| By ROGER 
| Wir. 


W. BABSON 


Bahscn, predicting there will be less private building in 1959, 


points out pressure for new homes has passed peak. Holds build- 


ing costs will be slightly reduc 


ed and property values in large 


cities are declining but suburban property is holding firm. 


There will be less private building in 1950 than in 1949. 


The 


, building of homes, business blocks and factories, through private 


| funds and bank mortgeges. will! fall off about 10%. 


The pressure for 


new homes has reached and passed its peak- due to three reasons: 





(1) H i g he 

building and commercial enterprises. I 
costs; (2) would sell no property in such 
Fear of un- places, but rather buy more. 


employme nt; 
and (3) Large 
number of 
divorces, with 
fewer mar- 
riages and 
births. 
Govern- 
ment and 
other public 
buildin g, 
however, 
should in- 
crease in 1950. 
This applies 
0 school] houses. hospitals, apart- 


| 
' 


| 
| 
| 


| 
| 


| 
| 
| 
} 





| Roger W. Babson 


| ment financed homes. 
_this increase to be about 15%. 
| Therefore, there should be a net 
/decline in all building of about 
|5% because of the greater impor- 
| tance of private work, thus bring- 
ing the total for 1950 down to 


| about $17,700,000,000. 


What About Costs? 

The cost of building will be less 
in 1950 by about 5%. Some build- 
ing materials have 
15% in some sections. Certainly, 
workmen are doing better work 
and are accomplishing more in a 
day. All of this means that read- 
ers can get a better house and get | 
it for a little less money in 1950. 

I find no evidence of investors 
er other private parties building 
houses for rent in 1950. The rent 
control legislation and increasing 
taxes discourage conservative 
people from doing this. Besides, 
today a person can get a yield of 
from 6% to 8% on good stocks 
which I consider safer than any 
rental property. It also should be | 
that, disregarding 
state taxes, houses built for rental 
purposes are subject to two taxes 
—local real estate and Federal in- 
come — while these good stocks 
are subject to only one tax. after 


Outlook for Land Prices 
I learn that farm prices con- 
tinue to be firm. Most farmers 
| have good bank accounts and are 


| selling no land. The general feel- | 


until the next drought. This may 
/come anytime, but the experts do 
expect it until after 1952. 


|to be for property in the Pacific 
Coast States and in the “Magic 
Circle,’ made up of Iowa, Mis- 
|souri, Arkansas, Nebraska, Kan- 
'sas, Oklahoma and North Texas. 
Small, fertile sustenance farms, 
within a few miles of a small city, 
are in most demand. These are 
| being bought as insurance by 
people who have business posi- 
tions in the nearby cities. They 
| want the best hedge against in- 
|flation, war 
namely, a small, fertile, well- 
drained farm with some wood and 
|a good spring. Such small places 
continue to rise in price. 


| 
| 
| 
{ 
| 
| 
| 
| 
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Suburban Property 


| 


I find property values in large | 


cities 
when 


are declining, especially 
it comes to forced sales. 


High taxes, bad politics and labor | 


unions are causing people to move 
to the suburbs. Hence, suburban 
property is holding firm; also 
property in small cities from 5.,- 
000 to 20,000 population. These 
smaller cities are showing both 
the largest percentage of growth 


,}and the best profits, per dollar. 


invested, for small manufacturers 


gone down | 


|retired from 


| May. when he 


|'makes his 


prices can be cut. If costs already | ing is that farm values will hold | 


The | 
greatest demand for land appears | 


and Communism— | 


In closing, let me say that al- 
most everyone I meet on this trip 
now appears optimistic on good 
land, well located, for these eight 
reasons: (I) Large consumer in- 
comes: (2) High level of personal 
savings: (3) Fear of inflation and 
cesire to hold real property in- 
stead of cash; (4) Continued sub- 
sidies both to farmers and to la- 
bor: (5) Coming distribution of 
$2,800,000,000 insurance money to 
veterans: (6) Current low mort- 
gage rates on very favorable 
terms; (7) Enlarged public road 
and housing projects; and (8) 
Billions being spent in advertising 
to encourage both cash and in- 
stallment purchases, which in- 
‘creases the circulation of money 
and helps real estate values. 


Gen. Clay Elected to 
Lehman Corp. Board 





| General Lucius D. Clay has 
| been elected a Director of the 
Lehman Corp. 
|General Clay 


the army last 


relinquished 
his posts as U. 
S. Military 
Governor in 
Germany and 
C o mmander- 
in-Chief of all 
United States 
Forces in 
Europe. 
General 
Clay now 





Lucius D. Clay 


home in Ashe- 

ville, North Carolina. He is Presi- 
dent of the Ecusta Paper Corp., 
and a Director of the Marine Mid- 
land Trust Co. of New York. 


— i - 


Carl Apponyi Wit 
Douglass & Go. 


(Special to Tue Frnancrat CHrontcir) 
BEVERLY HILLS, CALIF. — 
Carl E. Apponyi has become asso- 
ciated with Douglass & Co., 133 
North Robertson Boulevard. He 
was recently with Hexter & Co. 
and prior thereto was Los Angeles 
| manager for Biair & Co. 
TT 


Inflation No 
Problem in 1950 


(Continued from page 3) 
commercial construction, even 
residential building—all are ta- 
pering off as backlogs due to war 
shortages are eliminated. It will 
‘take substantial increases in the 
| demand for other goods and serv- 
\ices to offset these shrinkages in 
the total business market. 

(7) Stock market rise repre- 
sents a return toward long-term 
values. not a general investor 
hedge against inflation. Since 
1946. the stock market has never 
‘fully reflected past inflation; the 
spread between probable stock 
yields and bond yields is still ab- 
normally high. It’s therefore en- 
tirely conceivable that the stock 
market may continue to rise mod- 
erately even though wholesale 
prices are stable or even decline. 
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The trend of overall industrial output last week rose moderately, | 
but continued to hold slightly under the level for the corresponding | 
period one year ago. The most notable increase for the week | 
occurred in soft-coal output, rising to a level close to the all-time | 
high reached in 19235. 


In a forecast of the future of the steel industry, “Steel,” national | 
metalworking magazine, this week says that a brisk steel market 
through the first half of 1950 is in prospect. Some products will be in 
short suppiy the next three to four months, principally sheets and 
strip, giving rise to some conversion and gray market business. 
Higher prices loom, one medium-sized producer last week raising 
prices $5 per ton on hot-rolled strip and semi-finished steel. Supply 
conditions are expected to be more acute in the Midwest than else- 
where. But a note of caution prevails in metalworking circles. New 
buying is leveling off; only in flat-rolled items is a strong surge 
continuing. Steelmakers are concerned Over demand prospects in the 
heavy industries, but view the automotive outlook as promising 
However, some uncertainty prevails here too and developments are | 
being watched closely. Many auto shops are closing for steel inven- 
tory replenishment. In a number of other lines, notably farm imple- 
ments, Operations are curtailed, pending rebuilding of steel stocks. 








co % 


On Friday, last, Southern Coal producers extended an invitation 
to John L. Lewis and the United Mine Workers to renew contract 
talks. It was reported that Mr. Lewis himself was about to call off 
any new strike of bituminous coal miners until after Christmas. 
The miners are now working under a truce which expires today, 
Dec. 1. They resumed work two weeks ago after a 52-day-long 
walkout. With the return of the miners, the nation’s soft output 
in the week ended Nov. 19, spurted to 14,000.000 net tons. It was 
the largest weekly production since April, 1948, the National Coal 
Association reports. It compares with output of 7,100,000 tons in 
the week ended Nov. 12 and 2,680,000 tons in week ended Nov. 5. 
However, according to a coal association spokesman, it fell short of 


y 
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Truman/’s Point Four ‘“‘On Trial” 


Pros and cons of President Truman’s foreign investment proposals aired in 
“courtroom broadcast,” with Isador Lubin and A. Wilfred May expert witnesses. 


EDITOR’S NOTE: Following is the “direct testimony” of Isador H. Lubin, 
Special Adviser to President Truman on Point IV, and A. Wiljred May, economist 
and wvestment expert, on issue “Should the President’s Program tor America 
Investment Abroad Be Enacted?” on “On Trial” program, Nov. 30, 1949, over WJZ 


and ABC network. 


The auestions on direct and subsequent cross-examination 


were put by Walter N. Thayer, of Thayer and Gilbert, “counsel” for Mr. Lubin; 


and Mahlon Dickerson, of Hunt, Hill and Betts, “counsel” for Mr. May. 


The 


“Presiding Judge” was Hon. L. J. Corcoran, Justice of the N. Y. State Supreme Court. 


Testimony by Mr. Lubin 


Q. Mr. Lubin, what is the Point 
Feur program? 

A. The Point Four Program, as 
pruposed by President Truman in 
his Inaugural Address is one oi 
the four major pllars of United 
States foreign 
policy. 

In the Pres- 
ident’s words 
the purpose 
Point 
four fa 46 
help the free 
peoples of 
the world, 
through their 
own efforts, 
to produce 
more food, 
more cloth- 
ing, more 
material for 
housing, and 
more me- 
chanical power to lighten their 
burdens.” These are essential to 
the promotion of world peace. 
Without them the people of the 





Isador Lubin 








equalling the record weekly production of about 14,500,000 net tons 
turned out in 1926. 


John L. Lewis on Tuesday of the current 
the second time in two days a meeting of tne United Mine Workers’ 
2U0-member Poiicy Committee without explanation. The Committee, 
it was believed. would decide whether the union’s 400,000 soft coal 
miners will strike today (Thursday) when the three-weeks’ truce 
expires. A district official of the union said on Wednesday that 
miners in the Pittsburgh district would walk out at midnight o: 
that day, the deadline set for the truce, following a further post- 
ponement by Lewis of the union’s Policy Committee. 

As to the effects of the coal and steel strikes on employment, 
the Bureau of Labor Statistics estimates that commercial employ- 
ment was pared by 750,000 workers between mid-September and 
mid-October, bringing the employment total on Oct. 15 to 42,700,000 
workers. The bureau characterized as “relatively minor” the second- 
ary effects of the strikes. 


P 
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In the automotive industry, unemployment in the Detroit area 
stemming from the steel dispute will reach a high the present week, 
with progressive rehiring occurring throughout December, 

Final assembly operations by Chrysler and Genera] Motors are 
expected to be resumed on a moderate scale in the week beginning 
Dec. 12. Ford plants apparently will avoid a shutdown by scheduling 
four-day work-weeks during December, this trade authority added. 

Ward’s estimates that production for the first 11 months of the 
year will be 4,814,900 cars and 1,056,400 trucks for the United States 
and 169,300 cars and $0,000 trucks for Canada. This would compare 
with last year’s 11 months’ output of 2,535,245 cars and 1,266,276 
trucks for the United States and 144,875 cars and 91,941 trucks for 
Canada. 

On the subject of auto production, the Federal Reserve Board 
and Department of Commerce data uncovered the fact that autos 
and auto parts take $6.20 of each $100 spent on consumer purchases, 
while shoes and clothing are allotted $9.20. 

Never before has the outlay on autos and accessories attained 
such a high point. 

The Reserve Board explained that consumer incomes are holding 
high at a $210,600,000,000 annual rate in the third quarter of 1949. 
This is a solid 190% above prewar 1939 and 19% higher than the 
postwar period alone though off 3% from the 1948 peak. 

Contributing factors in this trend were time payment terms for 
autos which have eased since credit controls went off early in 1949, 
car production has risen and 
steady while used car prices were declining. 


z 


* 


* 


climbing to 802 from 732 in September, or an advance of 10%. 
Although this figure was exceeded in four earlier months this year, 
casuaities were more numerous than in any other October in a 
period of eight years. 

Approximately one-half of the casualties had liabilities of from 
$5,000 to $25,000. according to Dun’s Failure Index. In all size 
groups except the very small (under $5,000), more businesses failed 
than in the preceding month. 


STEEL OUTPUT RECOVERS SHARPLY TO 87.7% OF CAPACITY 

Steel buyers are getting shipments faster now than they did 
after the 1946 steel strike, but “normal” delivery dates for many 
products can not be expected until March, 1950, at the earliest. 


(Continued on page 29) 


week postponed for 


prices of new cars have held rather | 


For 
items like cold-rolled sheets it may be May or June before balance 


underdeveloped areas cannot at- 
tain freedom and democracy. 


| 


| guaranty would be granted by 
‘this government without the ap- 
_proval of the other government 
| concerned, 


| Lion 





Point Four springs from the 
/recognition that desperate pov- 
erty and the absence of hope for 
|} tne future Mane men easy prey 
to the promises of totalitarian 
systems. 

We in America have developed 
a high order of industrial and 
scientific advancement. This has 
brought to us the highest stand- 
ard of living the world has ever 
known. The Point Four Program 
is an assurance that we in Amer- 
ica accept the great responsibility 
of assisting the {ree people in the 
underdeveloped areas of the 
world to attain a better and 
healthier life. 


Re 


Q. How is it proposed that this 
program will be carried out? 

A. The program seeks the ad- 
vancement of the underdeveloped 
|areas through a balanced and 
| continued expansion of their pro- 
duction of goods and services by 
| helping them to help themselves. 
|It is fundamentally dependent on 
| full cooperation and self-help. 
| Economic development has two 
| primary aspects: 





| (1) Sharing knowledge and 
‘Skills, that is sharing “know- 
|how.” I like to call it “show- 
how,” and 


(2) Encouraging investment in 
facilities and in industrial equip- 
ment so that new skills may be 
put to profitable use. 


The legislation which has been | 
introduced in Congress and which | 
will receive a high priority this | 


first, that 


available 


| winter contemplates 
$45,000,000 will be 


agencies to provide technical 
assistance in underdeveloped 
areas; and second, 
port-Import 3ank (a govern- 
mental agency) will be authorized 
to make certain guaranties to in- 
dustry and private capital to 
encourage them to make invest- 
ments in the underdeveloped 
areas. These will be guaranties, 
not against ordinary 
risks, but against extraordinary 
risks peculiar to 
abroad at this particular time. 
Investors receiving such. guaran- 
by 


hign business standards. 


in | 
+ | 1950 to assist public and private | 
A moderate rise took place in business failures in October, | 


that the Ex-| 


business 


investments 


ties would be expected to abide 
No 


Q. Why has the Pregram gained 
some support? 

A. in the first place, the public 
is made to feel wnat any program 
for iaternational help, parvicularly 
when the humanitarian and anti- 
promete American private imvesi- | Communism arguments are drag- 
ment abroad? ged in, becomes a sacrosauct sub- 

A. I am convinced that this! Ject, its opponents being called 
program will promote private | ¢pithets lixe —— isolationists, fas- 
investment abroad. It will give| cists, commuuists—or Just ornery 
private investors protection| Republicans. Moreover, you cer- 
against non-business risks. The| t@inly would not expect foreigaers 
small amount spent by the gov-|t® Oppose it—seeing’ in it manpa 
ernment should create increased from heaven, or more dollars from 
markets for our goods. We must| Uncle Sam—any more than any 
bear in mind that half of the p ogre opposes WPA o1 any 
people of the world—over a bil- other dole. * > 
persons—have an _ annual 
income of less than $100 per year. | . . 
The average life expectancy ot | See —_— mae: | 
that billion persons is less than 30 | 94"*€FS approve : : oe: 
years. The alternative is to keep A. Nearly everyone in the 
these people in sickness, poverty | World is against a subsidy in prim- 
and misery. We cannot expect | ciple—that is, until ti.ey them- 
them to have an interest in main-| Selves have a chance to be the 
taining peace if peace is meaning- | recipients. And so now, after op- 
less to them. Their present mis- | posing subsidies {or everyone else 
ery could hardly be made much| in the community—as in tne case 
worse by war. Unless we aid|°f the farmer aod the working 


| 


Q. Will the President’s program 











as 


Q. Why have some American 


them to help themselves they|™an—the businessman now is 
may, in their misery, turn to | Scrambling to gct ii ona chance 
ideologies which will hold a/| for government help to exports, 
promise, however false, of a bet-|@nd the banker to get the sup- 
ter life. If they turn to these posed benetit of government guar- 


false ideologies, the cost to the 
American taxpayer in the form 
of military expenditures’ will | 
make our present tax rate look | 
low. | 


= | 


anty behind his lendi:.g-profits. 


Q. Why do you put this pro- 
posed Program in the subsidy cate- 
gory when it is alleged to be a 


te private investment operation? 
Testimony by Mr. May |. A. The private investment at- 
Q ; tribute is just an illusion. 


; Actu- 

Have the American people 'ally, any lending to be done. must 

been misled as to what the Pro-| pest on the government guaranty 
posals involve? feature. This is so, not only be- 
A. Yes. In the first place it is; cause of the riskiness of the lend- 
misleading to tell the people that; ing opportunities ang their un- 


this Plan is both philanthropic | attractiveness on a business basis 
and good shrewd business for our | —barticularly in comparison with 
own benefit. domestic onportunities—but more 
It is either conclusively because of the ab- 
one or the /sence of currency convertibility 
other — not throughout the world making 
both. Also, it | impossible the repayment of loans 
is misleading ' to the lerders in their good dol- 


as to ultimate 
extent. The 
historical rec- 
ord of all sub- 
sidy projects 
is that they 
very quickly 


And convertibility— 
| the prerequisite of repayment “is, 

(in the view oi all authorities in- 
cluding our own experts, out of 
|'the question in the foreseeable 


‘future. 


| lars. such 


% 





bd Hedy Mar} Q. Will you specify some of the 
beyond their government guaranties that you 
he gggontcies are anticipating? 

pi ‘cna’ A. Wilfred May A. The President himself has 
Britain of | definitely mentioned as an_in- 
1946 was represented as all she tegral part ot the Program that 
would need postwar. However,|the Export-Import Bank would 


stand by with guaranties. Guar- 


‘ss the 12 months later, it was 7 : 
ype anties do not in the least reduce 


decided that Europe needed tne 





the risks of foreign investment. 
They merely transfer tiese risks 
from the private investor to the 
taxpayer. The guaranty arrange- 
ment gives the investor the prof- 
its while saddling the taxpayer 
with the losses. 


| Marshall Plan’s Aid, which has 
alreacy cost this country an addi- 
tional $444 biilion of which Eng- 
land has received $1.6 billion. 
Foreigners have no illusions about 
this. nor have our own officials 
abroad. During my recent visit 
abroad, the unanimous answer 1 | 
got to my question as to what 
would take the place of Marshall 
Aid after its ending in ’52 was: 
“Point IV will do it’—and not in 
terms of 45 millions, but of bil- 


©. Well, supvose the Program 
DOES turn eut to be a subsi- 
dizing operation — is there any- 
thing wrong with that? 

A. Such a program will result 


lions. The so-called “technical in the further “demolition” of our 
help” to them means merely more taxpayers. or extension of ruinous 
dollars, to make up their so-' inflation. or both. But—of far 


greater importarce even—is the 
great evil in not being realistic 
in calling a spade, a spade; im 
using another of many devices im 
fooling the public as to what-is 
going on, and in glossing ‘over 


called dollar shortage. And to call 
it private investment. or hide be- 
hind the slogan of private enter- 
prise, is wholly misleading. This 
will really mean “thru the back- 
door” nationalization of invest- 


ment—at the taxpayers’ expense. (Continued on page 35) : 
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Our First Line of Defense— 
A Sound, Solvent Economy 


By JAMES F. BYRNES* 
Former Secretary of State 


After reviewing postwar controversy between Russia and the Western Powers regarding Germany, the 

former Secretary of State called for a definite ard determined policy on a united Germany and a 

military security board to restrict German producton of weapons, including atomic energy. Attacks 

encroachments of Federal power and warns of dangers of centralized government. Deplores exces- 
sive Federal spending as undermining our first line of defense—a sound solvent economy. 


We now have not only crowded years, bit crowded days; days crowded with events 
which influence the action of governments aad may affect the peace of the world. While 


the Foreign Minister of the S 


_ 


the 
Gov- 


Nations, 
Soviet 
ernment acts 
in the Bal- 
k an States. 
[ts actions 
speak louder 
than Vishin- 
sky’s words. 

The Soviet 
controlled 
governments 
in the Bal- 
kans find it 
necessary to 
liquidate com- 
munist of fi- 
cials, as well 
as Catholic 
Priests. In Hungary, Bulgaria, 
Czechoslovakia and Poland, men 
who, like Tito, profess belief in 
the principles of Communism, but 
dare to assert the right of their 
governments to exist without 
aomination by Moscow, are sen- 
tenced to death. They will die, 
but love of country and freedom 
cf religion will not. No govern- 
ment can take out of the hearts of 
ren either the love of God or the 
love of liberty. 

The Soviets are equally dis- 
turbed by events in Germany. To 
understand developments there, 
it is necessary to recall the days 
following the cessation of hostili- 
ties. Uninformed persons have 
wrongfully charged that in agree- 
ing at Potsdam to the policy of 
dismantling German plants, Presi- 
dent Truman was following the 
recommendation previously made 
by» Mr. Morgenthau that Germany 
be made an agrarian state. That 
is not true. 

The Potsdam conference was | 
held just two months after the 
cessation of hostilities in Ger- | 
many. The Soviets wanted from 
Germany in reparations ten bill 
lion dollars. It was impossible to 
arrive at any estimate of the value | 
of the property taken by the So- 
viets from Germany unless we 
sent representatives not only into 
their zone but into Russia. It was 
evident that an effort to force 
the Soviets to account for all the 
property removed would result in 
a serious controversy with them 
while we were still at war with 
Japan, in which war the Soviets 
had agreed to participate. To 
solve this problem, the plan was 
suggested to have each nation re- 
tricted to its own zone for repara- 
tions from Germany. 

The Soviets complained bitterly 
that their zone was agricultural 
and did not have industries to 
which they could look for repara- 
tions. After days of argument, 
agreement was reached that there 
should be dismantled in all zones, 
plants devoted solely to the pro- 





James F. Byrnes 


duction of weapons of war, and) 


the additional agreement that the 
Soviets could get from the West 
15% of the plant equipment de- 
termined by the governments of 
the Western zones to be unneces- 


sary for peaceful economy. Un- | 


dex this latter agreement, some 
plants were dismantled. When 
the Russians violated the agree- 
ment made at Postdam to admin- 
ister Germany as an economic 
unit, the disroantling was sus- 


“An address by Mr. Byrnes at 
the Conference of Southern Gov- 
ernors, Biloxi, Mississppi, Nov. 21, 
1949. 


| in 


pended. Now it is to be entirely 
abandoned. At least, | hope so. 


European Situation Has Changed 

Since 1945 the entire situation 
has changed. Those plants are now 
absolutely essential for the peace- 
ful economy of the new West 
German Republic. Their destruc- 
tion would only result in the un- 
employment of thousands of the 
German people who want to work 
and should not be forced upon re- 
lief at the expense of the Ameri- 
can taxpayer. The Soviets have 


| received in territory and property 


all the Germans should be 
auired to give them. 


re- 


In July, 1946, at Paris, when it | 


| became apparent that the Soviets 
| were determined to prevent our 


making any progress with the 


German treaty, we served notice | 
on Mr. Molotov that we would ask | 


the other three powers to join us 
in the establishment of a gov- 
ernment in Western Germany. We 
assured him that at all times we 
would welcome into that govern- 
ment the inhabitants of the Rus- 
sian zone. I thirk it was Molo- 


| tov’s hope that he could delay the 


establishment of German gov- 
ernment and in the meantime win 
the one thing the Soviets particu- 
larly wanted in Germany, tthe 
right to participate in controlling 
the industries of the Ruhr. That 
is one thing the Soviets should 
not have. 


a 


At Stuttgart in 1846, we pre- 
sented to the German people a 
statement of policy. We assured 


the people of Germany we did not 
believe in a peace of vengeance; 
that we wished to give them an 


opportunity to apply their ener- 


gies to the work of peace and. 
time, to take an honorable 
place among the members of the 
United Nations. We stated that the 
German people should be given 
primary responsibility for run- 
ning their local affairs and that 
we did not believe iarge armies 
of alien soldiers or bureaucrats 
were the best guardians of an- 
ether country’s democracy. We 
advised them that we were stay- 
ing in Germany and would fur- 
nish our proportionate share of 
the security forces. 

This year the Western German 
Republic was established. Not- 
withstanding Soviet’s efforts to 
keep people from the polls, 80% 
of the people voted. The Christian 
Democrats and the Free Demo- 
crats formed a coalition and con- 
trol the government. This West- 
ern Republic was established upon 
our initiative. We have no reason 
to expect that any succeeding 
government will be easier for us 


oviet Republic makes propoganda speeche 


to deal with. The government will | 


certainly be attacked by the 
State’s opposition parties, if it 
fails to secure from the occupy- 
ing powers relief from the eco- 
nomic and political restrictions 
under which they have lived. The 
government cannot exist without 
encouragement from us. 


Our Policy Should Be 
Determined Now 
Our poiicy for the future should 
be determined now. We must treat 
the Western Republic either as a 


defeated state or as an equal. I} 


think the latter course is the wise 
course. I agree with Mr. Winston 
‘Churchill, who said recently at 


S 


in the Unitec 


Strasbourg that the new West 
|'German Republic without delay 


should be brought into the Coun- 
cil and Assembly of Europe. In 
declaring an end to the state of 
war, we should lay down the re- 
quirements we will make of the 
new government. All economic 
controls by the occupying powers 
should be removed. lt would be a 
complete answer to the Russian 
charges, echoed by some people 
in Germany, that the restrictions 
are continued by Great Britain 
and France for the selfish purpose 


of preventing competition with 
their industries. 
The Military Security Board) 


must remain in operation to re-| 
strict the production in Germany 
oi the weapons of war, including | 
atomic energy. Certainly, for the 
present, we must continue our Se- 
curity forces. Having disarmed 
the people of Western Germany 
we cannot leave them helpless 
against attack from without or 
from subversive groups within its 
borders. 


The people of Germany want) 
our army to remain there. A few 
days ago General Clay told me 
that when the 26th Division re- 
turned from manuevers to its 
base near the little city of Bam- 
berg, the officials of the city 


asked the Commanding Officer if 
he would permit the United States 
troops to parade through the 
streets of the city. They wanted to 
make it a holiday. When informed 
there would be no band for a 
parade, the city officials offered 
to furnish the band. To the niusic 
of this German band, the Ameri- 
can trocps paraded through the 
city, receiving from the popula- 
tion as enthusiastic a welcome as 
they would have received in any | 
American city. It is a tribute to 
the discipline of the army, that 
an occupation army usually 
hated—should be so highly re- 
garded by the German population. 
But I suspect that some of the re- 
gard is due to the security felt | 
by the German people because of 
the presence of the United States 
army. 


Our Goal, a Unified Germany 


Our goal must be to bring the | 
Eastern zone into the Western Re- | 
public. It must be brought in upon 
the same terms as the other zones. 
Should the Balkan states convince | 
Stalin he has tried to cover too 
much territory, and the Soviets 
come to realize their bluffs do not 
work and Germany should be) 
united, we should renew the offer 
we made to the Soviets in 1946 
to enter into a 40-year treaty, | 
providing for four-power control 
to prevent the rearmament of 
Germany. At first Stalin told me 


| he approved it. Later he changed 


his position. If they could partici- | 
pate in the enforcement of the 
demilitarization of all of Ger- 
many, the Soviets would have no 
sound argument about fear of at- 
tacks from Germany. At the same 
time, under the terms of the 
treaty we offered them, no nation’ 
would have the right to exercise 
the veto power. 

If the Soviets persist in dividing 
Germany and should arm the 
Communists of Eastern Germany, 
then we must make other deci- 


(Continued on page 28) 





| York Stock and 


“Why Can’t We Play in Your 
Yard ?/’—An Over-the-Counter 
Market Plea to the Exchanges 


By CURTIS J. STRAUS 
Partner in Heimerdinzer & Straus, Investment Securities 
Over-the-counter dealer, pointing out Steck Exchange firms now 
share in greatly expanded outside market, urges New York Stock 
and Curb Exchanges grant similar privilege to outside dealers by 
giving them trade discounts. 
Some years ago most member firms of the New York Stock 
Exchange used to place all their over-the-counter orders with over- 
the-counter brokers since they lacked a trading department. They 


considered it their tunction to deal in listed securities only. The 
unlisted busi- ‘ ————— ; eas 


ness was ‘It cannot be stimulated by higher 
“given out, commission rates or longer trad- 
mostly to ing hours. However, the circle of 
some favored interested brokers and dealers 
houses and in with an innumerable number of 


almost. all 
cases without 
stipulation for 


private clients will come rushing 
into the listed markets once the 
profit incentive is established. 





“return = busi- You partners of New York 
meas. ; Stock and Curb Exchange firms 

On exami- have shown the way by your mass 
nation of our arrival in the unlisted markets. 
present day When will the outside dealer be 
ov et-t he - /recognized by you as a potential 
counter mar- business-getter and be remuner- 
kets, Stock 


ated at least as well as your reg- 
istered representatives. After all, 
the over-the-counter dealer pays 
his own Overhead while you have 
to incur expenses to provide fa- 
cilities for your registered rep- 
resentatives. 


Exchan ge Curtiss J. Straus 
firms are re- 

markably well represented. With- 
in the past few months, an ava- 
lanche of new issues, the majority 
of them in the utility field, have 





come to the over - the - counter You came to play in our yard— 
market: about 12 million shares when are we going to be allowed 
of Southern Co. (now listed): to play in yours? 

7.4 million shares of Niagara- : - > 
Mohawk Power Co.: 4.4 million 


Platinum Used a 
Inflation Hedge by 
Investors, Says Bache 


Many new industrial uses for 
platinum constantly being devel- 
oped, plus the increased use of 
this metal in rearmament pro- 
grams being carried out all over 
the world have again focused the 
spotlight of public attention on 
this metal, according to Bache & 


shares of Texas Utilities Co.; 2.4 
million shares of Montana Power 
Co.; 600,000 shares of Minnesota 
Power & Light Co.; 2.4 million 
shares of Florida Power & Light 
Co., and 23 million shares of 
American Power & Light Co 
(new), launched in the unlisted 
market, just to. mention a few. 
I feel sure that the participation 
of many Steck Exchange firms 
has provided these issues with 
better and bigger markets. The 
retailing of these shares has given 


the participating firms an addi-| Co. members New York Stock 
tional source of revenue. Exchange. 
The swelling of the ranks of Russia, the largest producer of 


firms making markets in these is- 
sues has undoubtedly helped ev- 
erybody around. John Q. Public 
has been provided with a fair and 
ample market, the member firms 
have opened up new sources of 
income and the over-the-counter 
brokers have obviously profited 
also. The over-the-counter houses 
will surely have found trading 
stimulated and up to this moment 
everybody seems to be happy 
with this state of affairs. 

Let us now look at the New 
New York Curb 
The over-the-counter 
brokers are banned 
from these important market 
places. However, the analogy is 
striking. Does it not easily follow 
that a particivation of several 
thousand over-the-counter dealers | 
in the marketing of listed securi- 


platinum, has shipped no plat- 
inum to the United States in the 
past two and a half years, the 
firm said, and added that it is 
vital in the production of parts 
for planes, jet engines and re- 
portedly in the development of 
atomic energy. 

Stepping-up of defense produc- 
tion for the domestic program 
and also for Atlantic Pact nations 
will undoubtedly mean increasing 
use of platinum here, Bache & 
Co. point out. New and second- 
ary recovery of platinum metals 
in this country during the first 
half of 1949 were the smallest in 
over five years. 

There has been an increasing 
trend by investors recently, both 
here and abroad, to buy platinum 
as a hedge against the decreased 
purchasing power of currencies, 


Exchanges. 
dealers and 


ties would broaden these markets the firm states. “We are ad- 
also? An over-the-counter dealer vised,” the firm adds, “that this 
would willingly stimulate busi- movement by investors has be- 


securities if he 
profit by this 
transaction. Mr. Francis Adams 
Truslow, President of the New 
York Curb Exchange, has recog- 
nized this necessity and incorpo- 


ness in listed 


come so pronounced that buyers 
would stand 


in London have been unable to 
‘obtain their requirements in that 
market. Demands for platinum, 
therefore, are being channeled to 


to 


. is proposal in an intelli- a 

rated his tisk this country. 

gent plan. : : : 
I believe there is no line of Platinum is now priced at $69 

business anywhere in the world; per ounce in wholesale lots, as 


where a wholesaler does not give compared with $93 at the begin- 


another wholesaler or retailer @ ning of 1949, and a high of $102 in 
trade discount. It is a simple fact 1948 
of economic law that without “~"““— 





monetary incentive business will 
die. In other words, business will 
be stimulated where there is “a 
buck in it.” 

How long yet will the member 
firms get entangled in discussing 
how business can be stimulated? 


H. F. Metcalf Co. Formed 
(Special to Tue Frnanciat CHRONICLE) 
LOS ANGELES. CALIF .—H. F. 
Metcalf and K. W. Metcalf have 
formed H. F. Metcalf Co. with 
offices at 115 West Seventh Street, 





Volume 170 Number 4860 


THE COMMERCIAL & FINANCIAL CHRONICLE 





(2187) 7 








From Washington 
Ahead of the News 












































By CARLISLE BARGERON 


This is a report on ovr being the Global leader, something we 
are all proud of, down to the lowliest CIO worker, down to the 
lowliest minion of Walter Reuther and Phil Murray. It is truly 
amazing that the downtrodden American worker, under the able 
leadership he has attained, could come to have 
such a high estate, but as he goes home at! 
week-ends with taxes reducing his wittily called 
“take home pay,” that is what he has got. 

This worker will be glad to know that one of 
his leaders, Robert Nathan, has gotten to be fi- 
nancial adviser for the Indonesian Republic. That 
ain't hay, and it wasn’t any happenstance that| Emerge n c y 
Leader Nathan got this job. It was planned) Housing Act 
that way. ‘was under 

Manifestly, before there could be a financia!! consideration. 
adviser to the Indonesian Republic there had to! the Adminis- 
be one. This involved bringing pressure on the't ration 
part of our Global leadership against the Dutch|claimed it 
to permit this Republic, the end being, and, 1! would mean 
think, the ultimate attainment of the Indonesians | construct ion 


remember 
that when the 


< 


our 








; being, that they could have Bob Nathan as their!o f 1,200,000 
Carlisle Bargeron financial adviser for a high fee. dwelling units 
Naturally, the rigamarole leading to this! in 1946, and 

caused a lot of heartaches and wonderment on the part of the Dutch.| 1,500,000 i n 
Indonesia was a highly profitable investment for them. Being our|}1947. Con- 
allies in World War If. they undoubtedly thought they were being) gress granted 


Sen. K. S. Wherry 


so for something, and it wasn't hifalutin ideals they were thinking 
about. Their own homeland was over-run for one thing, but more | 
important, their wealth producing colonies were also overrun. So! 
they were really our allies heart and sole. The mammoth Queen 
Wilhelmina came over here to pledge they were this and to deny 
she owned a large part of one of Washington’s largest apartment 
buildings, a report for which the enemy had undoubtedly been re- 
sponsible. Roosevelt the Great, in turn, gave her a submarine as| 
sort of a present as he did the Princess Martha of Norway. 

You can imagine the Big Lady’s surprise when at war’s end she 
found a movement in this country to make the Dutch give up Indo-' 
nesia. It had never occurred to her before, but this had really been 
a war of principles and high ideals, a war of freedom-loving peoples 
against tyrants: Undoubtedly her big frame racked with pain to 
learn that the peoples of noble and freedom loving aspirations em- 
braced the Indonesians. 

What she didn’t understand, of course, is that we, a great demo- 
cratic people in the act of throwing away that democracy, are suckers 
for quacks who claim they are trying to establish democracy else- 
where. Or that the business of our establishing “democracy” in 
backward and hitherto scarcely heard of countries, is a profitable 
industry under our waning free enterprise svstem. 

For example, the ring leaders in the agitation in this country 
to make the Dutch give up their rule over the Indonesians, were the | 


unlimited 
emergency 
powers to the Truman Adminis- 
tration and hundreds of millions 
in subsidy funds: That program 
| was a tragic failure. 

The Administration’s approach 
was to create over-lapping hous- 
ing agencies, with fanfare of 


The bureaucrats were loathe to 


industry. to their 
power to shove people around. 
During 1946, when the Truman 
| Administration had the power to 
control every inch of board and 
every nail, only 435,800 new per- 
manent dwelling units were com- 
|pleted. In 1947, after the 80th Con- 


| gress freed the people of govern- 


They clung 


*An address by Sen. Wherry at 


Americans for Democratic Action, of whom Bob Nathan is an out-|, meeting of the National Asso- 
standing one. To make the Dutch give up Indonesia necessarily | ciation of the Real Estate Boards, 


strikes at the Dutch home economy. Similarly, by destroying Brit-| Chicago, Ill., Nov. 21, 1949. 


| figure will be surpassed in 1949. 


_dous increase in cOmmercial and ' 


/could do a better job. And what 
| has happened in the building in- |} 


|ing story. There is the matter of 
'subsidized housing, all the tax- 


trumpets and glowing promises. | 


release their grip on the building | 


Subsidy Housing and Federal _ 
Deficits Leading to National Ruin 


By HON. KENNETH S. WHERRY* 
‘ United States Senator from Nebraska 


Attacking Administration’s housing program as socialism, prominent Republican spokesman foresees 

$7 billion deficit in 1951, and calls for cuts in high cost of government. Urges getting on a pay-as- 

you-go basis and says ECA appropriations sheuld be cut $114 billion. 

which taxpayers’ money is poured and defends rights of capital to fair return. Warns “America today 
is travelling same road to ruin that wrecked Roman Einpire ” 


There was a lag in new housing construction before the war. There was a virtual stop- 
page during the nearly four years of war while the population increased. The postwar era 
came, and the government bosses promised they would take 


Points out rat-holes down 


care of everything. You ali 


ment red-tape, rules, regulations, | 
and. directives and. launched a 
sound government loan -program, 
&35,100 units were completed. In 
1948, a million new dwelling units 
were built and indications are this | 


somewhat watered down from the 
Administration’s version, and the 
welfare staters accomplished their 
major objective. Their socialistic 
principle was written into lew. 
And the President is now prod- 
ding states and municipalities to 
come and get free money from 
Santa Claus. 


Also, there has been a tremen- 


industrial building. These are| phere will be many changes of 
solid facts. They put the lie to) g4ason. much Bvewey f 0 Fn and 
claims that the welfare state , , 


/more fog, before there is enough 
| construction under this legisla- 
tion even to make a dent in the 
slums. Why, you people in the 
real estate business, the building 
industry as a whole, with its mil 
lions of carpenters, bricklayers, 
| plumbers, and other artisans end 
casa ee heh ak aie con-|Private enterprisers, reaching 
orto ie Th aaptiyn Said ‘ental of dwell. P2¢k to the suppliers of materials, 
struction cost and rental of dwell- all of you, are doing such a meg- 


yoy tn eran nag ono fe srom _nificent job that there is no need 
SUCIERINGE the COMEN, Stee ‘YP© | to extend the present rent control 
of home they shall live in. This is pa 
a rob Peter to pay Paul propo- ; : 
sition. | If, when the Act expires, there 
When the advocates of subsi-| be localities where they desire 
a gE RR ag and housing | rent control, it can and should be 
egislation wage eir campaign |. 4... . +e 
for its adoption, they never used applied by the states or ee 
the word “subsidy.” palities at the local level, just as 
From President Truman on, States and municipalities may re- 
they spoke only of low-rent hous- | 5cind rent control under the pres- 
ing. Perhaps they thought at that) ent act. As you know, Nebraska 
time it was too soon to give the Was the first state to repeal rent 
people the facts, that it was too controls, Sensible people do not 
soon to advocate outright social- condone the rent gougers, whether 
ism as they now do. they be property owners gouging 
But, a subsidy housing bill was tenants, or tenants gouging prop- 
passed by the 8lst 


Gustry is concrete refutation of 
the Papa-knows-best welfare state 
promisers. 

But there is more to this hous- 


Congress, | (Continued on page 34) 











ain’s colonial investments, we have caused economic disturbance 
there. _ 
3ut our “liberals” of the ilk of Bob Nathan are equal to this. | 
We make up for this destruction of these economies with This advertisement is under 


the | 

Marshall Plan and the Military Aid Program. | 
It is truly costing us a whale of a lot of money to keep the Bob 
Nathans and the kindred Liberals in jos. 
Yeu can imagine under the circumstances, with these easy pick- | 
ings to be had, that Mr. Truman is not going to be able to keep men | 
jike Clark Clifford. There is a bright, yvoungish man if there ever | 
was one. His announced resignation must be embarrassing to the | 
President, of course, because he has been centending that he couldn't | 
keep good men because of the lowly salaries the government paid. | 
I assume thet if Mr. Truman hed not successfully raised his own | 
emoluments to Hollywood proportions we would not have been able | 
to keep him. 
But Mr. Clifford’s resignation is to come after he has gotten an | 
£8,000 a year raise. In spite of all the bunk you hear, Mr. Clifford | 
was not making any $12,000 a year as a trial lawyer in St. Louis | 
before the draft blew hot on his neck and he wangled a lieutenancy | 
in the navy curing the war, from which he was to become associated | 
with Mr. Truman at the $12,U0U figure, which with the $8,000 raise, | 
made $20,000 a year. 
The situation with Mr. Clifford, quite understandable, is that | 

he is just as much a “liberal” as Bob Nathan, and he would be a | 
sap, having established himself, to be working for even $20,000 a 
year when there is so much gold in the broader “liberal” pursuits 
which are available teday by virtue of our being a Global leader 
and committed to democracy and Point Four everywhere. God 
help us! 


| A. G. Becker €% Co. 


Incorporated 


Goodbody €¥ Co. 
W.E. Hutton &¢# 





Jane H. Stokes Joins 
Staff of Hatcher & Co. 

DALLAS, TEX.—Jane H. Stokes | 
has become associated with Hatch- | 
er & Co., Inc., Kirby Building. | 
Miss Stokes was formerly with 
James & Stayart, Inc. 


Joins Bradley Higbie 


Epecial to Tx 


William R. Staats Adds 

(Special to THe Financia, CHRONICLE) 

LOS ANGELES, CALIF.—Rob- 
ert C. Reynolds has been added +o 
the staff of William R. Staats Co.. 
640 South Spring Street. members 
the Los Angeles Stock Ex- 
change. 


of 








Co. 
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Real a Director 


N. R. Real, N. R. Real & Co., DETROIT, MICH.—Murray | 
New York investment firm, has. Frumin is with Bradley Higbie & 


ildi - , 1949. 
Co., Guardian Building, members December 1, 194 


become a director of the 97-year- 


Paine, Webber, Jackson €% Curtis 
American Securities Corporation 


A. M. Kidder €% Co. 


no circumstances to be considered as an offering of these securities 


for sale, or as a solicitation of an offer to buy any of such securities. 
The offering is made only by the Prospectus. 


1,500,000 Shares 


The Southern Company 


Common Stock 


Par Value $5 per Share 





Price $11.95 per Share 





Copies of the Prospectus are obtainable from the Undersigned, 


Lehman Brothers 
Blair €& Co., Inc. 
Hallgarten €¥ Co. 
Co. 


Dick €? Merle-Smith'| 
Hayden, Stone €&¥% Co. 
Lee Higginson Corporation. 
Schoellkopf, Hutton €¥ Pomeroy, Inc. . 
E. W. Clark &¥ Co. 

Shuman, Agnew €% Co 








old Hamilton 


Fire Insurance Co. 


of the Detroit Stock Exchange. 
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Higher British Prices 
Offset Devaluation 


By CHARLES G. BROPHY 


Increased pound sterling prices ar 
expected trom devaluation. 


e counteracting lower dollar prices 


New inflationary pressure in England 


may lead to wage demands. British wholesale price index rises 
sharply. 

The anticipated benefits of lower dollar prices and increased sales 
of British gooas resulting from devaluation of the pound sterling are 
being nullified at the present moment, according to the first otticial 
statistics available on British trade for October, the first full month 





after devaiuation. 
time. there is a new turn in the! 
English inflationary spiral which 


the Labor Government has 
fought to curb. 
Increases in pound sterling | 


prices ranged from .57% for woven) 
worsted t.ssue to 47.6% for home- 
made _ spirits. The following | 
table gives the percent increases | 
of pound sterling prices for Octo- 
ber, 1949, over the average price | 





for the eight months ending 
Aug. 31, 1949, the last full month 
before devaluation. These goods | 
comprise most of the principal | 
exports to the United States. 
‘, Increase 
in Pound 

Goods Class or Type Sterl. Price 
Cocoa preparations 46.5 
Home made spirits 47.6 
Non-metalliferous mining aad } 

quarry proaucts 9.9 | 
Wool, raw, waste & woolen rigs 15.5 | 
Silk, raw & waste 7.6 
Hides & skirs, undressed i 
China pottery & earthe:iwaie, 

all other descript'ons 6. 
Iron & steel manutactures 44.4 
7 a : 29.1 
Cotton yarus 16.5 
Woven printed piece goods 22.6 
Woven wooler tissues 56 
Woven worsied tissue 2.9 
Cerpets ‘ 12.5 
Finished threads 10.7 
Handkerchief 1.7 
Piece goods 12.5 
Men's & boys clothe 25.1 
Stockings & hose 4.7 


Cars 10.9 


It should be noted that an in- 
crease in pound-sterling price of 
44% is necessary to fully compen- 
sate for a decrease of 30.5% in 
dollar prices resulting from de- 
valuation. 


At the same“ 


| Steady, 
| the price of bread and flour was 


and extractors of raw materials, 
increasing their profits trom 
abroad by raising prices are cre- 
ating higher prices at home, 

Under present conditions this 
home-made intlation might only 
be avoided through the adoption 
of a dual pricing system. 

The inflationary effect is read- 
ily apparent in the changes of the 
British wholesale price index 
which rose sharply this month 
subsequent to the currency ac- 





tion. On Nov. 11, it stood at 
470.4, in contrast to 3985 on 
Sept. 16 and 396.9 on Sept. 9. 


(Sept. 18, 1931 —i60.) 

This sharp increase has not yet 
been fully reflected in the retail 
price index which has been rising 
slowly the past 10 months. 


BRITISH RETAIL PRICE INDEX 


‘(June 17, 1947---100) 
January 1940 109 
February ; 109 
March 169 
April 109 
May 111 
June 111 
July 11] 
Au‘cust 111 
Septeinber 112 
October 112 


The index in October remained 
because the increase 


negated by a decrease in the price 
of utility clothing. 

The British wage index has 
risen through 1949 very slowly 
and somewhat behind the retail 
price index which will be further 


Holds Government Debt 


Structure Unbalanced 


Henry S. Sturgis, Vice-President 
of First National Bank of New 

York, says present debt picture 

has seeds of danger from two 
| sides; it is too large and badly 
| arranged as to maturities. Sees 
redemption demand excessive in 
event of financial panic or orgy 
of speculation. Holds present 
high taxes amount to confiscation 


ner’ in Chicago on Nov. 30, on 
“Finance and Freedom,” Henry S. 
Sturgis, Vice-President of the 
First National 
Bank of New 
York, told his 
audience 
the national 
debt structure 
is 
and is in need 
of correction. 

“Our gov- 
ernment 
picture has 
an angle 
which we 
should all 
know about 
and urge its 
correction,” 
Mr. Sturgis 
said. It has in it the seeds of 
danger from two sides. Not only 
is the total debt very large, but it 
is badly arranged as to maturities. 
the seeds of danger from two 
sides. Not only is the total debt 
very large, but it is bady ar- 
ranged as to maturities. 

“The total U. S. Government 





Henry S. Sturgis 





'debt is $253,924,000,000. Of this. 


°C | $220.563,000.000 is in the hands 
In| of 


the public. Nearly half 
|of that amount is either short- 
, dated debt, such as bills and cer- 
| tificates of indebtedness, or debt 
| redeemable at the option of the 
| holders, such as the E, F and G 
| bonds. Now, it is conceivable 
| that we could have a financial 


dangerous | 


debt | 


i 
i 
| 
| 
} 


iment of $25000 for 











to send interested parties 





| Dealer-Broker Investment 


Recommendations and Literature 


It is understood that the firms mentioned will be pleased 


the following literature: 

















Business Man’s Risk Fund — 
Portfolio for a suggested invest- 


income and | 
appreciation in ‘“‘Market Pointers” | 


|—Francis I. du Pont & Co., 1 Wall 
| Street, New York 5, N. Y. 


Speaking at a “Freedom Din- | 


| T. & S. A., 300 Montgomery Street, 


Yorn 5. N. Y. 


Stock Index — Booklet recording | 


trial stocks—National 
Bureau, Inc., 46 Front Street, New | 
York 4, N. Y. 


In. the table. not all unit price fuel for discontent among wage- 





changes are a result of specific oS on “ae Regis I 
“ : we ects of devaluation are felt in| 
price changes. Within a goods England 
classification like cars, where the | B : 
commodity is not homogenous, a/ ee aes ae 
certain apparent price change - Fo: set “lata iteinactea . 
may result from a_e structural orl —_ = 
shift in the composition of the March 108 
classification. In the instance of — 108 
cars, it is likely that, since de- yaa to 
valuation, cheaper cars have in- July 109 
P ° s « 
creased in proportion to the yt eel can 
expensive. Ex Tet ; 
Two reasons are given for Brit- The proposed rail freight in- 
ish action in raising pound| ‘crease of 16%3%, and the expecied 
sterling prices. increase in the British cost of liv- 
First, price increases in con- = T UC. . - ~ myocar by 
sumer goods are in anticipation) socording ta shal _— oe 
of higher round sterling prices a) ae ee 
(resulting fron devaluaticn) tor | CComomulste. ene Se. eaen 
| reflected in the price of English 





raw materials 
rency areas. 


from  hard-cur- 


| goods, will, in most cases. co:n- | 
; | pletely nullify the benefits of de- 
However. in the cvse of raw| valuation hoped for in the early 
materials from the British Em-| fall, and may create a third dol-| 
pire, where dollar prices do not | lar crisis. 
figure in cests, the nrices have ec 


been raised because of the gener- A. G. Becker Co ‘Adds | 


ally considered inel?stic demand 
(Special to THe Financia, CHRONICLE) 


for raw materials. In the case of 
CHICAGO, ILL. — William 





Malayan tin, it is argued that to L. 
come the full decrease in the dol-| Saunders has been added to the 
ar price would derease the tin) ree 9 | 
producers’ total profits. pec toeg * —" Bane Oe he easel 

Americans, consequen‘ly, are| oe | 
not benefiting substentially from | tie’. ae. | 
the currency revolution initiated | With Cruttenden & Co. | 
by the British over ~ orth ago (Snecial to THe Frnanciat CHRONICLE) | 
The increase in British sales to} CHICAGO. ILL. — Olive C.| 
Americans throveh lower prices | w fi ; fg 4, 
is being nullified bv increased| W4tIng has joined the staff of 
sterling prices and higher Amer-|Cruttenden & Co., 209 South| 
ican retail mark-ups. |La Salle Street, | 


members of the} 


to this British action in pricing, | Midwest Stock Exchange. 
the effect on the British economy | 
is going to be a measurable! Two Wi 
change in the price structure and (Special to THe Financia, CHRONICLE) 
the unleashing of a new infla~; KANSAS CITY, MO.—William 
tionary pressure. |W. Brill and Maurice M. McNellis 
with Soden - Zahner Co., 
British manufacturers' Dwight Building. 


a —— 


th Soden-Zahner | 


The horns of dilemma are ap-'are 
parent. 








| rd . 
| status of our government if some- 


speculative orgy, or people decide 


or goods than government securi- 


panic —not probable for some 
time, I hope, but still a possibility. 
Imagine, if you will, the financial 


thing over $100 
pressed upon it 
within a year. 

“On the other hand, let us sup- 
pose that confidence is so re- 
stored that we embark upon a 


billion 
for 


were 
payment 


that they would rather own stocks 


ties. Again, in that case, the U.S. 
Treasury might be faced with 
meeting in a short space of time 
an obligation to pay over $100 
billion. Our debt structure is 
therefore a menace, given either 
extreme deflation or extreme in- 
flation. I urge upon you that there 
is hardly one thing more impor- 
tant to do than to have the Treas- 
ury bring this short-dated and re- 
deemable debt to manageable pro- 
portions.” 

In speaking of Federal tax 
structure, Mr. Sturgis stated: 

“Today the cost of our Federal, 
State and municipal governments 
is taking about 30% of our na- 
tional income. Once more we are 
being fooled by the use of words. 
This is not taxation. Let us call it 
by its right name. It is confisca- 
tion. Taxation we can stand. But 
confiscation is discouraging the 
incentive of individuals so much 
needed by our dynamic economy. 
It is drying up the sources of 


| sues—Goodbody & Co., 115 Broad- 


on Petroleum Heat & Power Co. 
and Western Natural Gas. 





equity capital, also needed by a 


growing nation interested in full | 
Nery We should and can | 
Whatever consideration is given| New York Stock Exchange and| reduce the cost of government. | 


employment, 


There are many places where we |tion 
ex-| Inc., 63 Wall Street, New York 5, 
IN. Y. 

if we! 
of | 
|_-Westheimer & Co.. 326 Wainut 


can reduce 
penses. 
venture the opinion that 
could accomplish unification 
our Armed Services we could 
from that source alone balance 
our budget with. a surplus and 
still have adequate defense meas- 
| ures.” 


governmental 


Among others, I would! 


In the same issue are memo-! 
randa on Reynolds Spring Co. and 
Mission Development. 


California—Study of bonds of | 
the State—Bank of America, N.| 





' 
San Francisco 4 Calif. 
| 
| 





Copper—Memorandum on cur- | 
rent situation in the industry— | 
Bache & Co., 36 Wall Street, New | 


| 





Investors Aid—1949-1950 edition | 


other securities and | 


ing price trends of equity securi- | 


ties—E. F. Hutton & Co., 61 Broad- | 


way, New York 6, N. Y. 





| 
| 
Lecal Notes—Brief data on sev- | 


} 
Industrial 





Over - the - Counter 


16-year performance of 35 indus- | 


| 
| 


Quotation | 


Stocks Thoroughly Deflated In- | 
volving Minimum Price Risks--- | 


| Tabulation—Ira Haupt & Co., 111} 


Broadway, New York 5,N Y. 


20 Selected Stocks for Periods 





lists of income and speculative is- | 
way, New York 6, N. Y. 
Also available are memoranda 


| 
| 


Bendix Aviation Corporation — 
Detailed report—Paul H. Davis & | 


Co., 10 South La Salle Street, Chi- | 
cago 3, Ll. 





Central Public Utility Corp.— 


Memorandum — New York Han- | 
seatic Corp., 120 Broadway, New | 
York 5, N. Y. 


a | 
Chase National Bank—Analysis | 
—Laird, Bissell & Meeds, 120) 
Broadway, New York 5, N. Y. | 
Also available is a report on'| 
Christiana Securities Company. | 
Ero Manufacturing Company gel 


man & Goodwin, 265 Monigomery 
Street, San Francisco 4, Calif. 





Lockheed Aircraft Corp.—Cir- 
cular—F ahnestock & Co., 65 
Broadway, New York 6, N. Y. 

Also available are circulars on 
Ohio Oil Co., Seeger Refrigerator 
Co., and Texas Gulf Sulphur Co. 


Mexican Eagle Oil—Memoran- 
dum — Zippin & Company, 203 
South La Salle Street, Chicago 4, 
Ill. 


National! Aluminate Corp.— 
Circular—Swift, Henke & Co., 125 
South La Salle Street, Chicago 3, 
ill. 





National Chemical & Manufac- 


of 32-paze reference book con- turing Co.—Memorandum—Smith, 
taining important statistical facts} Burris & Co., 120 South La Salle 
about selected groups of common | Street, Chicago 3, Lil. 

stocks and ———— 
also analysis of influences affect- | 


National Homes Corp.—Analysis 
—Kiser, Cohn & Shumaker, Inc., 
Circle Tower, Indianapolis 4, Ind. 

New England Public Service 
Co.—Specral survey—Ira Haupt 





eral Kentucky situations — The| & Co., 111 Broadway, New York 
Bankers Bond Co., Inc., Kentucky | 6, N. Y. 

Home Life Building, Louisville 2, | 
Ky. 


Pacific Intermountain Express 
Co.—Study—Store & Youngberg, 
Russ. Building, San Francisco 4, 
California. 

Also available is a memorandum 
on Yuba Consolidated Gold Fields. 

Philadelphia Transportation Co. 
—Memorandum—Boenning & Co., 
1606 Walnut Street, Philadelphia 3, 
Penna. 








Southern Union Gas Co.—Cir- 
cular—Fridley & Hess, First Na- 
tional Bank Building, Houston 2, 


of Unbalance Budgets — Selected | '&*@°- 





Texas Engineering & Manufac- 
turing Co.—Study—Seligman, Lu- 
betkin & Co., Inc., 41 Broad Street, 
New York 4, N. Y. 


Tung-Sol Lamp Works, Inc.— 
Circular—Richard E. Kohn & Co., 
31 Clinton Street, Newark 2, N. J. 





Texas Utilities Co.—Circular— 
Shields & Co., 44 Wall Street, New 
Yous: 5; N.. ¥. 


Washington Suburban Sanitary 
District, Maryland — Brochure — 
Wainwright, Ramsey & Lancaster, 
70 Pine Street, New York 5, N. Y. 


Laurence Keating Is 
Now With Hirsch & Co. 


Hirsch & Co., 25 Broad Street, 
New York City, members of the 


Memorandum—Straus & Blosser,|; New York Stock Exchange, an- 


135 South La Salle Street, Chicago | 
3, Ill. 





Florida Power & Light Co.— 
Circular—Josephthal & Co., 120 
Broadway, New York 5, N. Y. 


Also available sre circulars on | 
Iowa Power & Light Co., Niagara. 


Mehawk Power, and Pennsylvania 
Power & Light. 





General Public Utilities Corpo- 
ration—Bulletin—J. R. Williston 
& Co., 115 Broadway, New York 
6, N. Y. 





General Reinsurance Corpora- 
Memorandum—Geyer & Co., 








Glebe Wernicke Co. — Circular 


Street, Cincinnati 2, Ohio. 





Langendorff United Bakeries.Inc. 


|—Memorancum — Walston, Hoff- 


|; ment. 


/ment department. 
‘formerly with G. C. Haas & Co. 


nounce that Laurence C. Keating 
has become associated with the 
firm in its Institutional Depart- 
Mr. Keating was formerly 
a partner in Blanchard & Co. 


Reginald Ward Joins 
First Boston Gorp. 


The First Boston Corp., 100 
Broadway. New York City, an- 
nounces that Reginald A. Ward is 
now associated with its invest- 
Mr. Ward was 











and D. H. Ellis & Co. 





With Paine, Webber Firm 


(Special to THe Financta CHRONICLE) 

CLEVELAND, OHIO — Roderic 
D. O’Connor has become asso- 
ciated with Paine, Webber, Jack- 
son & Curtis, Union Commerce 
Building. He was formerly with 
Carreau & Co. in New York City. 
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BOOK REVIEW 


Economics and the Public Welfare 


By BENJAMIN McALESTER ANDERSON 
D. Van Nostrand Co., Inc., New York, Toronto, London, 1949, $6.00 

About a century and three-quarters have elapsed since serious- 
minded students of public affairs began to give really mature atten- 
tion to what the individual could and would do for himself if left 
reasonably free and responsible for his own economic well-being. 
Man had begun—or more than begun—by that 
time to lose faith in collective omniscience. But 
times chafige and it seems that the human race 
rarely remembers all that it has learned even 
at high cost. ; 

For several decades. particularly since the 
spring of 1933, ideas closely akin to the seven- 
teenth and early eighteenth century mercantilism 
and the philosophy with which the medieval 
guilds were defended have been revived. They 
now threaten to restore the sterile doctrines 
which the liberals of a century or two ago had 
destroyed—or thought they had destroyed. More 
and more the history of the past half-century, 
and more particularly of the past three decades, 
has been almost monopolized by writers cap- 
tivated by the broken-down mental furnishings 
of two or three centuries ago. One must fear 
that the youth of the land will obtain a distorted 


and dangerous view of the world in which they live. The main 
hope lies in the fact that now and then a really readable book comes 
from the pen of some writer wholly free of the now popular delu- 
sion that the ultimate in wisdom can somehow be distilled from 
the brains of sciolists either in government, the labor unions or the 
farm organizations. Such a writer is Professor Anderson. If any one 
book can insure salvation from the ignorant bigotry of the day and 
make certain that at least the choice minds of this generation will 
understand the true inwardness of the events of the past three or 
four decades, then the volume here under review should accom- 
plish this feat. 


Professor Anderson, who to the great loss of mankind did not 
live to see this work through the presses, entitled his last book 
“Economics and the Public Welfare,” which truly reflects the spirit 
and the evident aim of the author. The medium through which 
Protessor Anderson undertakes to develop his basic theses is, as the 
subtitle to the volume indicates, the financial and economic history 
of the United States from the outbreak of World War I. 

Few are as well qualified for such a task. At the time of his 
death. Professor Anderson was Connell Professor of Banking at 
the University of California, Los Angeles, but this post was but a 
closing chapter of a career in the course of which he had not only 
studied what was taking place during the years about which he 
writes but had had a hand in no smail part of it. His academic 
education had been completed prior to the period he chronicles. 
During a few of the earlier years of these decades he was teaching 
in one of the leading universities of the world, but during most of 
them he was economist for one of the largest banks in the world, 
and as such was in close contact with much of what was occurring 











Benj. M. Anderson 





both here and abroad. Indeed he was privy to much of what took 
place behind the scenes, and on more than one occasion was a positive | 
and constructive influence in the councils which formulated policy | 
and programs. In many others he was a vigorous opponent of what | 
was contemplated and the country was the loser from the fact that, 
his counsel did not prevail. 
In this book of more than 600 pages, Professor Anderson takes | 
the reader through the more important events of World War 1. He) 
is more detailed and more explicit in a similar analysis of the finan- | 
cial and economic events of the years intervening between the two | 
world wars. Here he gives an account, often fortified by personal | 
experience, of the years in which the economy of this country, | 
under mistaken public policies, the unfortunate nature of which | 
Professor Anderson fully understood, was building up to | 
crash of 1929. 
The New Deal and all its works, however, receives the apes 
inspection, and the most devastating refutation. The country rl 
always remain grateful to Professor Anderson tor the careful, sys- | 
tematic and profound analysis of the fallacies upon which the pvo- | 
grams of Franklin D. Roosevelt and his successor rested and rest. | 
There is often too great a tendency to dismiss such obvious nonsense | 
as was brought forward during these years as hardly worthy of care- | 
ful analysis. Of this shortcoming Professor Anderson is quite free. His | 
“Digression on Keynes” is, of course, a digression only in a strictly | 
technical sense. In demolishing the doctrines of this modern Marx, | 
Professeor Anderson, obviously, leaves little foundation for the super- | 
structure built upon them in so many capitals of the world. 
The same penetrating criticism of many of the World War I) 
policies and postwar programs closes this weighty volume. The} 
labor that has gone into this work is stupendous. It is remarkable 
that the reader is able to follow the author through so much material 
without getting lost in the details. Yet this feat has been accom- 
plished—and it is difficult to see how the reader can close the | 
volume without having the scales begin to fall from his eyes—ii | 
only readers with scales on their eyes can be persuaded to read it | 
carefully and with an open mind. 
One thing is certain. This country and the world will be the | 
loser if this book does not receive the study it so richly deserves. | 


Present Tax Structure Throttles Small Business! 


By EMIL SCHRAM* 


President, New York Stock Exchange 


Asserting Federal tax structure has unwittingly strengthened position of large, well entrenched enter- 

prises, Mr. Schram contends high corporate taxes, combined with excessive surtax rates on individual 

incomes, as well as capital gains taxation, discourages investment in new enterprises. Says only large 
concerns can now afford to take risks in development of new products. 


We all know that acts or policies often have consequences far removed from the minds 
or intentions of the originators. Nevertheless, responsibility for these consequences must 
be recognized and cannot be evaded, because the consequences were not foreseen. In con- 


sidering the 
problems of 
bigness, which 
has so many 
social and 
economic an- 
gles, I urge 
that you con- 
sider the ef- 
fects of the 
Federal tax 
structure 
which, I am 
sure, unwit- 
tingly has 
strengthened 
the position 
of large, well- 
entrenched 
enterprises. I believe executives | 
of so-called big business would | 
not quarrel with this statement. | 
Federal taxes have accomplished | 
this result in several ways: 


(1) They have made it difficult | 
for small and medium-sized busi- | 
ness to grow and compete suc-| 
cessfully. In this connection, I) 
believe that one particular phase | 
of the Federal tax structure | 
weighs heavily against small | 
business. I refer to the fact that | 
business enterprises that are in-' 
corporated are taxed at the rate) 
of 53% on their income between | 
$25.000 and $50,000, which is the 
so-called “notch provision.’ In- 
cidentally, Canada has reduced 








Emil Schram 


the rate of tax on the first $10,000 | 


of corporate profits to 10%. 

(2) Because of the large frac- 
tion of income diverted to the 
Federal Government, big business 
can afford to take risks and spend 
liberally for experiments and de-- 
velopment of new products. Losses 
that might threaten the existence 

*Statement by Mr. Schram be- 
fore House of Representatives 
Committee on the Judiciary, Sub- 


| Committee on the Study of Mo- 


nopoly Power, Nov. 28, 1949. 


® 





of small and medium-sized enter- 
prises can be more readily ab- 
sorbed by large corporations; the 
size of the fraction of the profit 
given up also works in this di- 
rection. 

(3) At the individual level, high 
surtax rates and, especially, capi- 
tal gains taxation, discourages the 
individuals most likely to invest 
in enterprises at their inception 
or tormative stages from partici- 
pating in ownership risks. 

I shall come later to proposals 
which I shall recommend for con- 


| sideration. 


Buyers’ Market Hurting 
Small Business 


That smaller businesses are be- 
ginning to suffer now that a 
buyers’ market, broadly speaking, 
has returned is indisputable. From 
the second quarter of 1948 to the 
second quarter of this year, all 
manufacturing corporations with 
assets of less than $250,000 had a 
67% shrinkage in income after 
taxes. The reduction was 59% in 
the group with assets between 
$250,000 to $1,000,000. On the 
other hand, the income of cor- 
porations in the $100,000,000 and 
over asset size declined by only 
11%. 

The balance sheet liquidity po- 
sition of manufacturing corpora- 
tions as of June 30, 1949 also pro- 





embark on job-making activities. 
In a period of acute competition 
or business contraction this ratio 
may be the decisive factor in the 
ability of business to withstand 
adverse circumstances. Now, 
what do we find here? The 
liquidity ratio is least favorable 
at the smallest level and most 
favorable as the largest size busi- 
ness is reached. This is proved in 
the following table: 


AS OF JUNE 30, 1949 


Asset Classes Liquidity 
(thousands of dollars) Ratio 
PRR tee,” 61 

SE, FE Es tam: os nonin onde aie 83 
RE OO 85 
5,000 to 99,999___________ 97 
100,000 and over__________ 1.04 


This, mind you, is the picture 
at the end of a great, prosperous 
post-war period of high volume 
and substantial profit margins. 

It is most difficult for small and 
medium-sized business to divert 
any material part of savings to 
additions to ownership or equity 
capital—not that the volume of 
savings is small. The rate has 
declined from the highest post- 
war range but, even in the third 
quarter of this year, personal sav- 
ings were at the rate of $13,300,- 
000,000, according to estimates of 
the Department of Commerce. 
This rate was almost twice that 
of the twenties in relation to dis- 


| willing to add to its employees or | 


_vides reason for concern over the | Posable income. You have already 


cutlook of small and medium-| been told of the funneling of sav- 
sized business.. “Liquidity” is the| ings, to an increasing degree, 
ratio of cash plus government se- | through ; fin ancial institutions 
curities to total current liabilities. | largely limited to investment in 
“Liquidity” is one of the most /| Obligations or debt securities. The 
important ratios used in financial | @mount of funds available to fi- 
analysis by commercial bankers, | nancial institutions is exerting 
In the absence of readily avail-| continued pressure on the high 
able sources of outside or externa] |8tade bond market and yields 
funds, it is important also as a| available on _ preferred stocks, 
factor in determining whether | With the result that several weeks 
business management will be|@80 a company like Madison Gas 


(Continued on page 16) 














Louisville 


es eta 


Price 


iNCORPORATED 


OTIS & CO. 


(INCORPORATED) 


| COFFIN & BURR 


INCORPC RATED 





December 1, 1949 


This announcement 1s not an offer to sell or a solicitation of an offer to buy these securities. 


First Mortgage Bonds, Series due November 1, 1979, 234% 


The Prospectus may be obtained in any state in which this announcement is circulated from only such 


of the unaersigned and other dealers as may lawfully offer these securities in such state. 
A. G. BECKER & CO. 
R. W. PRESSPRICH & CO. 


BURR & COMPANY, INC. 
WM. E. POLLOCK & CO., INC, ’ 


ome 








The offering is made only by the Prospectus. 


$41,000,000 






Gas and Electric Company 


Dated November 1, 1949 


102.375 % 


and accrued interest 


_HALSEY, STUART & CO. Inc. 

MERRILL LYNCH, PIERCE, FENNER & BEANE 
AMERICAN SECURITIES CORPORATION 
GREGORY, & SON STROUD & COMPANY 


THE ILLINOIS COMPANY PUTNAM & CO. 
STERN BROTHERS & CO.. 
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Pennsylvania Brevities 


Pennsylvania Securities Dealers O 
Industrial 


The 400-odd securities dealers 


in number only by registrations in New York and California) find the 
source of much of their fine-quality merchandise close at hand. 

The State’s importance in respect 
set < 


its industry is interestingly 
forth in figures provided by the 
Pennsylvania Department of Com- 
merce. 

Products whose annual value 
averages $12 billion are produced 
by more than 1,500,000 wage earn- 
ers in the State’s 19,100 manufac- 
turing plants. Pennsylvania pro- 
duces more than 99% of the an- 
thracite mined in the United 
States and ranks second in bitu- 
minous coal production. The in- 
iustry employs about 160,000 
ininers and produces apout 175,- 
000,000 tons each year. 


Pennsylvania is by far the 
largest producer of iron and 
sieel products in the United 
States, its huge mills represent- 
ing about 25% of the country’s 
total production. Metal work- 
ing industries manufacture al- 
most everything from watches 
to locomotives. The long list of 
products includes farm machin- 
ery and implements, aircraft 
and parts, engines, electrical 
machinery, hardware, radio, 
textile machinery, automotive 
cars, scientific and professional 
instruments, shipbuilding, rail- 
road repair shops, aluminum, 
brass, bronze, copper, tin and 
zine products, sheet iron work, 
stamped and enamel-ware prod- 
ucts, wire and wire products. 


Next in importance to steel in 
yalue of production, persons em- 
ployed and payroll is a widely di- 
versified manufacturing field 
whose 11,000 plants employ more | 
than half a million persons mak- 
ing products valued at more than 


$4,750,000,000 a year. Chief prod- 
ucts of this group are asbestos, | 
chemicals, cement, cigars, coke by-| 





Philadelphia Transportation 
Company 
Consol. Mtge. 3/6s due 2039 


Current price yields over 5% 


on 3% fixed interest payment. 
Have these bunds (now selling at the 
lowest level since issued in 1940) dis- 
counted all the adverse publicity of 
1949? We think so. 


Write for our memorendum. 


BOENNING & CO.* 


Philadelphia 3, Pa. 








Cambridge Bldg. 3s 1953 
N. E. Walnut & Juniper Common 
Pittsburgh Hotels Common 
Phila. Suburban Water Com. 
Phila. Transportation Co. 


Issues 


John B. Stetson Common & Pfd. 


Samuel K. Phillips & Co. 


Members Phila.-Balt. Stock Exchange 
Packard Bldg., Philadelphia 


Teletype N. Y. Phone 
PH 375 COrtlandt 7-6814 








Amer. Phenolic Common 
Atiantic City Elec. Com. 
Merchants Distilling Com. 
Phila. Transp. Com. & Pfd. 
Richmond Cedar Wks. Com. 
(Alan) Wood Steel Common 
(Alan) Wood Steel Pfd. 


Bought—Sold—Qyoted 


E. H. Rollins & Sons 


Incorporated 
PEnnypacker 5-0100 
1528 Walnut St., Philadelphia 2 
New York Boston Chicago 








perate Against Backdrop of Huge) 
Activity 


located in Pennsylvania (exceeded 


to the extent and diversity oi 
products, cork products, drugs, 
medicines, dyestuffs, explosives, 
fertilizers, foods, glass and ceram- 
ics, tanned leathers, linoleum, oils, 
paints, vernish and iacquers, pe- 
troleum products, printing ink, 
pulp and paper, refractories, rub- 
ber and soap. Pennsylvania’s rap- 
idiy growing foods industry leads 
the nation in production of pret- 
zels, ice cream, chocolate and 
cocoa products, and ranks high in 
cane sugar refining, liquors, 
slaughtering and meat packing. 





Pennsylvania is one of the 
great textile manufacturing 
states with products valued at 
$1,756,000,000 a year. It is the 
leading hosiery State, its $165,- 
000,000 production constituting 
32% of the nation’s total. An- 
nual production in silk and 
rayon goods is $215,000,000 
(40%): in knit goods, $62,000,- 
000 (21%): in men’s and boy’s 
clothing, $217,972,000 (17%), 
and about half the lace goods 
made in the United States val- 
ued at $20,415,000. 


Aside from its distinction as a 
great indusirial state, Pennsyl- 
vania’s agriculture and dairying 
represent an investment of over 
$2 billion, providing cash income 
of about $767,000,000 annually. 


fe % % 2 
The Pennsylvania Institute of 
Investment Firms reports that re- 
sponses to its initial display ad- 


vertising have far exceeded ex- 
pectations. As reported in the 


“Chronicle” of Nov. 3, this non- 
profit association of security deal- 
ers was formed to promote a bet- 
ter understanding of securities on 
the part of the people of the State 
and to extend information about 
the many attractive investment 
opportunities that are available. 


Warner Company 

Warner Company has declared 
a special dividend of 65 cents 
per share payable Dec. 15 to 
stock of record Dec. 1. This com- 
pares with 35 cents similarly 
declared in 1948. The Board also 
declared a dividend of 25 cents 
per share for the final 1949 
quarter, payable Jan. 16, 1950, 
to stock of record Dec. 30. 


Fare Rise Granted 
PITTSBURGH — The Pennsyl- 


| 
zone fares 





'vania Supreme Couri has refused 
City Solicitor Anne X. Alpern’s 
|move to block Pittsburgh Rail- 
| ways Co.’s schedule of fare in- 
creases which became effective 


| Nov. 23. The increased fares were 
| originally filed Nov. 18, 1948, but 
the City succeeded in obtaining a 
| stay order from the State Su- 
| perior Court last June. This order 
|has now been canceled. 

The basic cash fare has been 
eee from 10 to 12 cents; local 





NEWBURGER 


& COMPANY 


Members 
New York Stock Exchange 
New York Curb Exchangs 
Philadelphia-Baltimore Stock Exchange 


1342 WALNUT STREET 
' PHILADELPHIA 7 
Telephone Kin 5-4500 


} * 
gsley 








from seven cents to 
eight cents, or four for 30 cents. 
Bus fares are now straight 15 
cents. 

The higher schedule is ex- 
pected to strengthen the finan- 
cial condition of the system now 
nearing the conclusion of reor- 
ganization proceedings. 


Philadelphia Transportation Co. 

Improvement in the affairs of 
Philadelphia Transportation Co. 
has probably come too late in the 
year to offset iosses sustained in 
the first nine months of operation 
and it is expected that the com- 
pany will fail to earn 3% con- 
tingent interest on its more than 
$28,000,000 consolidated mortgage 
bonds. 

Adverse factors were a 10-day 
strike last February, followed by 
wage increases which added $2,- 
400,006 to the annual labor bill, 
plus failure to obtain relief in the 
form of higher fares until Oc- 
tober. 


On the favorable side, settle- 
ment of tax liabilities for 1945 
became final and a reserve of 
$424,000 s et up to cover the con- 
tingency has been transferred 
to income. On Nov. 21, the U. S. 
Supreme Court upheld the com- 
pany’s claim for a $800,000 tax 
refund relating to 1942, but it 
is not as yet determined whether 
this amount can be added to 
1949 income. 


Fire Association Absorbs 

Stockholders of Fire Association 
of Philadelphia and of its three 
affiliated companies, Reliance In- 
surance Co., Philadelphia Nationai 
Insurance Co. and Lumbermnen’s 
Insurance Co., have approved the 
plan to merge and consolidate. At 
a special meeting, capitalization o! 
Fire Association was increased 
from 240,000 to 360,000 shares and 
charter was amended to provide 
for both fire and casualty under- 
writing. A stock dividend oft 
20.77% in Fire Association sharés 
will be paid to stockhoiders of 
the four companies 


Pennsylvania Salt Mfg. Co. 


Both gross and net earnings 
of Pennsylvania Salt Mfg. Co. 
for 1949 are expected to exceed 
1948 figures, according to Dow- 
Jones estimates. It is believed 
sales for the year will approach 
$33,000,000 against $32,430,710 
jast year and that per share 
earnings will be about $3.21 
against $2.78 in 1948. Dividend 


disembursements in 1949 will 
total $1.80 per share, a new 
high. 


Insurance Co. of North America 


Authorized capitalization of In- 
surance Co. of North America has 
been increased from $15,000,000 to 
$30,000,006 and a plan put into 
effect under the terms of which 
employes with two years or more 
service can subscribe to stock at 
a price 20% under the prevailing 
market. Directors also declared 
a 20% stock dividend which will 


expected to be declared in De- 


cember. 


Hershey Chocolate Co. 


HERSHEY — Reclassification 
of Hershey Chocolate Co.’s out- 
standing irredeemable prefer- 
ence stock has been approved 
by stockholders. Each share of 
preference stock will be ex- 
changed for one share 414% 
Class “A” preferred ‘(par $50), 
oue share 414% Class “B’”’ pre- 
ferred (par $50) and one share 
of common. At present rates, 
dividend return from the three 








shares offered in exchange is 
$6.375 annually compared with 
the $5 return on the preference 
stock. 





participate in the $1.50 semi-an- | 
nual and 50-cent extra dividends. 











NSTA Notes 














SECURITY TRADERS ASSOCIATION OF NEW YORK 

The Annual Meeting of the Security Traders Association of New 
York will be held on Friday, Dec. 2, 1949, at the Produce Exchange 
Luncheon Club at 6:00 p.m., for the election of officers for 1950, amd 
such other business as shall properly come before the meeting. 

The polls will open at 4:30 p.m. and will close promptly at 
6:00 p.m. The final slate of candidates for the various offices as 
submitted by the Nominating Committee is as follows: 





John M. Mayer Leslie Barbier 





John J. Meyers, Jr. George V. Hunt 


President: John M. Merrill 
3eane. 

First Vice-President: Leslie Barbier, G. A. Saxton & Co., Inc. 

Second Vice-President: Harry L. Arnold, Paine, Webber, Jack- 
son & Curtis. 

Secretary: John J. Meyers. Jr.. Gordon, Graves & Co. 

Treasurer: George V. Hunt, Starkweather & Co. 

Directors (Two-Year Term): Richard H. Goodman, Shields & Co.: 
T. Frank Mackessy, Abbott, Proctor & Paine; John D. Ohlandt, Jr., 
J. Arthur Warner & Co., Inc.; D. Raymond Kenney, D. Raymond 
Kenney & Co. 

Trustees of Gratuity Fund (Two Years): Philip H. Ackert, Free- 
man & Co.; David R. Mitchell, Blair F. Claybaugh & Co. 

National Committeemen: Stanley Roggenburg, Roggenburg & 
Co.; Henry Oetjen, McGinnis, Bampton & Co.; Gustave L. Levy, 
Goldman, Sachs & Co. 

National Committeemen Alternates: Charles M. Zingraf, Lau- 
rence M. Marks & Co.; William H. Boland, Boland, Saffin & Co.; 
Irving P. Grace, W. C. Pitfield & Co. Inc.; Edwin J. Markham, 
Wertheim & Co.; Harold B. Smith, Pershing & Co. 


Nominating Committee (Four Members to be 


Mayer, Lynch, Pierce, Fenner & 


elected): Her- 


'man D. Meyer, Stern & Co.;: Bernard J. Conlon, P. F. Fox & Co.; 


William T. Mellin, Walter Murphy, Jr. & Co.; Harry F. Reed, Carl M. 
Loeb, Rhoades & Co.; John Gahan, Schoellkopf, Hutton & Pomeroy; 
Bernard Weissman, Siegel & Co.; Frank J. Orlando, Goodbody & Co.; 
Samuel Gronick, Gilbert J. Postley & Co.; Charles Bruggeman, Dean 
Witter & Co.; Gustav J. Grindel, Francis I. duPont & Co.; Charles H. 
Jann, Estabrook & Co. 


As usual there will be a delicious buffet supper with Free Beer, 
NSTA ENTERTAINS SEC 

Representatives of the National Security Traders Association en- 
tertained the Commissioners of the Securities and Exchange Com- 
mission and members of the staff at a dinner in the Mayflower Hotel 
in Washington. Among those present were: SEC Chairman Harry A. 
McDonald, Commissioners Richard B. McEntire, Donald C. Cook, and 
Edward T. McCormick, and the following members of the SEC staff: 
Anthom H. Lund, Sherry T. McAdam, Jr., Joseph A. Keenan, Walter 
G. Holden, Louis Loss, Charles A. Cole, and Jerome S. Katzin. 

Representing the National Security Traders Association were 


_Edward H. Welch, Sincere & Co., Chicago, President; H. Frank Burk- 


holder, Equitable Securities Corp., Nashville, the incoming President; 
R. Victor Mosley, Stroud & Co., Inc., Philadelphia, of the Executive 


| Council; and Louis E. Walker, President of National Quotation Bu- 


reau, Inc. 

The purpose of the dinner was for the officers of the traders as- 
sociation to meet the new members of the Commission, and to ex- 
change ideas concerning the promotion of equity securities markets. 


SECURITIES TRADERS ASSOCIATION OF DETROIT & 
MICHIGAN 

The annual fall party of the Securities Traders Association of 
Detroit and Michigan, Inc. will be held at the Prince Edward Hotel 
in Windsor, Ontario, on Tuesday, Dec. 6, 1949: refreshments 5-7; 
dinner at 7. 

Tickets for this party may be acquired by contacting Harry B. 
Buckel, Chairman of the Entertainment Committee, c/o Carr & Co., 
2117 Penobscot Building, Detroit 26, Mich. 

(Continued on page 12) 
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Hornblower & Weeks 
Admit Seven Partners 





R. Hornblower, Jr. 


H. Hornblower II 


Hornblower & Weeks, members 
of New York Stock Exchange and 
other leading exchanges, ave filing 
with the New York Stock Ex- 
change for the adrnission cf seven | 
new general partners, effective 
January 1, 1950. Among the new 
partners are Ralph Hornblower, 
Jr. in New York and Henry Horn- 
blower II. in Boston, sons of the 
present head of the firm and) 
grandsons of Henry Hornblower, 
its founder in 1888. They repre- 
sent the fourth generation of | 
Hornblowers in the securities 
business. 

The other new partners are Tris- 
tan Antell and Joseph Gimma in}: 
the New York office: Harold F. 
Carter in the Philadelphia office: 
and Harry W. Puccetti and Wil- 
liam J. Lawlor, Jr., in the Chicago 
office. 

Ralph Hornblower. Jr., 
vard graduate (1941), 
ine lieutenant in 
actions in the war, became a pilot 
and resigned a majer’s commis- 
sion in 1946 to enter the securities 
business with Hornblower and 
Weeks. 

Henry 


a Har- 
was a Mar- 
early Pacific 


Hornblower II, 
Harvard °41, joined the firm in 
1946 following wartime service 
with the OSS and in the European | 
theatre ws a first lieutenant. He 
is a director of The Cape Cod 
Company, treasurer of The Cape 
Cod Cranberry Growers’ Associa- | 
tion and president of Plimoth | 
Plantation, Inc.. an organization 
working to restore Plymouth Col- | 
ony as of 1623. 

Mr. Anteil, who entered the | 
securities business in 1919, came | 
to the firm in 1942 from G. M. P. | 
Murphy &Co. He has headed the 
research department of MHorn- 
blower and Weeks for the last} 
seven vears. | 

Mr. Gimma sterted with Herrick, 
Berg & Co. in 1924, was later as- | 
sociated with G. M. P. Murphy & | 
Co. and joined Hornblower & 
Weeks in March, 1942. He is a 


also of 


director of the Tuberculosis Pre- | 
and the | 


Children 
League. 


ventorium for 
Italian Welfare 

Mr. Carter, 
the Philadelohia Securities Asso- 
ciation. joined the firm 1935 
and has been manager of the in- 
vestment department in Philadel- 
phia for several years. 

Mr. Puccetti has been with the 
firm 1916 except for over- 
seas duty in World War I. He 
has been manager ot the stock de- 
partment in Chicago since 1941. 

Mr. Lawlor, formerly a 
president of Hickey & Co. 
charge of the Investment depart- 
ment, joined the firm in 1947 and 
became manager of the Chicago 
investment department in 1948. 

Hornblower & Weeks, a pioneer 
in the 
tion of investment securities, 
s in Bangor, Maine: Boston; 
go; Cleveland; Detroit; 
York: Philade!phia: 
Maine: Pro 
Rhode Isiand. 


in 


sInce 


in 


office 


Chica 


ence a 


underwriting and distribu-|} 
has | 


ommended that an entirely 
approach to the problem be con- 
sidered. 

The Frear Bill, through amend- | 
ment of Sections 12, 
of the Securities Exchange Act of | 
1934, would 

(a) Require 
the Securities and Exchange Com- 
mission of all corporations having 


a past president of | 


| 


vice- | 


j 
| 
| 
' 
j 
} 
| 
| 


New | 
ortland, | 
rd Westerley, | 


309 stockholders, 


new | 


13, 14 and 16) 


registration with 


ent form contained both desirable + — 
‘and undesirable features. and rec-| $3,000,000 or more in gross assets | acceptable to all interests. 


NASD Governors Support Frear Bill in Principle 


Board favors objectives of measure requir.ng registration of securi- 
ties of corporations having $3 million or more of assets and at least 
but recommends prohibiting unlisted trading 
privileges for any security not already listed on an Exchange. 
ir recent Fall meeting the Board of Governors of the Na- 
tional Association of Securities Dealers, Inc., adopted the report of a individual corporations and trade 


Special Committee appointed early this year to study the Frear Bill 
(Senate Bill 2408). The Committee concluded that the Bill in its pres- 





|and at least “300 stockholders. 


(b) Impose 


upon 


such corpo- | 


essential 
holders of all American 


information for 


that 


stock- 
corpo- 
rations and went on record as fa- 


voring this fundamental principle. 


It was determined while 


'the basic objective should be re- 
the Association i 
| junction with other groups within 


| tained, 


associations, 
"| (effect changes 


n con- 


the securities business as well as 


should endeavor to 


in the Bill that 


would make it more workable and 


The Special Committee report 


‘rations various requirements in- | Bill were not jin the best interests 


cluding reporting of information | of 
corporate affairs and 
'observance of proxy rules, and 
(c) Establish 
for 
/ principal stockholders. 


The Board 


| regarding 


ties 


|as a basic objective of such pro- | mendations: 
posed legislation the obtaining of | 


specified 
officers, 


stated it 


The 


report, 


over-the-counter 
dealers and that effort should be 
| devoted to effect cooperation and 
liabili- | correlations between the stock ex- 
directors and | Changes and the unlisted market. 
adopted 
regards | | Board, made these specific recom- 


by 


securities 


the 


'held that certain provisions of the | 


tion 12(f) (3) of the Securities 
Exchange Act of 1934, permitting 
extension of unlisted trading 
privileges on exchanges to securi- 
ties not listed on any other ex- 
change, be completely eliminated 
from the Act and that the only 
unlisted trading privileges to be 
retained by the Act be those pur- 
suant to Section 12(f) (2) which 
encompasses the situation § in 
which one exchange may obtain 
unlisted trading privileges with 


respect to a security fully listed 


on some other exchange. 

The effect of this recommenda- 
tion would be to make all securi- 
ties either fully listed or in the 


over-the-counter markets. 


(1) That the prov isions of Sec- 


(2) That the 1934 Act be 
amended to permit securities, 
whether listed or unlisted, if sub- 
ject to the requirements of regis- 
tration under the Act to be elig- 
ible for margin. The present re- 


(Continued on page 14) 








STORAGE FOR ONE-FOURTH OF THE COTTON CROP 


Handling approximately 25 percent of all the cotton 
United 
WAREHOUSE 


produced in the 
PRESS & 
offices in Memphis, 


pany in its held. 


Federal Compress & Warchouse Ce 


iffiliates own and operate a total of 95 plants located 


Mis- 


in Louisiana, 


sours and 


by thes plants, thre Company handles a very 


all the 


perc tage of 


The Company’s history goes back to the establishment 


# 
ot its oldest plant 


7 


Secu? 


lexarkana, 


in 


lennessee, 


Mississippi, 


States, 
COMPANY, 


‘Tenn 


J exas. 


FEDERAL 
with 


is the dominant 


ym pany and 


Uy 


SSCcC, 


Al kansas, 


cotton erown. 


COM- 
vencral 


CONl- 


its 


In the tenritorics served 


Jed 


of 


compressing cotton Is 


s Oo 
Ing 


and storing of cotton, 


St amships. 


stored in 


larec 


warchouses that 


concentrations ol 


not 


bonded storage capacity of 4.543 


company of its kind in the United States, with a total 


}.150 bales. 


Phe Company’s two major funetions are the com pres- 


Ihe primary purpose of 


to conserve 


but to conserve shipping space in railroad 


fall but consumed on a year-round basis, 


coUton, 


storage space, 


cars and 


Since the cotton crop is harvested in the 


it must be 
can promptly supply 


consumers the exact grades and staples they require. 


- Hue 


strategically located, 


are necessary to. both the producers and the cotton 


mills. 


Federal Compress & Warehous« Company thus 


IS86. J oday it 1S the larvest 

his is anotiver advertisement in the series published for more than ten 
Ilié Co oration featuring outstanding indu rial and c« iercial 
lilies / a i {UIs 4ista ig f 

Southern states. Equitable will welcome op vita nities to contribute 
i 
; r j ‘ 
agnomic development of 9. South by Sil pph 1? e capital junds to 


¢ 


NASHVILLE 
DAttLLA S 
KNOXVILLE 
BIRMINGHAM 
NEW ORLEANS 
MEMPHIS 


EQUITABLE 


ears b 


concerns 


to 


sound 


the 


én 


Securities Corporation 


PROWNLEE 


322 UNION STREET, NASHVILLE 3. 


Q. CURREY, 


P 


resident 


le 


periorms two vital functions in the cotton industry. 


Equitable 
‘ 


in the 
further 


1p ises. 


NEW YORK 
HARTFORD 
CHATTANOOGA 
GREENSBORO 
AND 
JACKSON. MISS 


TWO WALL STREET, NEW YORK 5. 
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NATIONAL 


INVESTMENT PROGRAM 
An Asie nabs count 


Details of program aaa 
prospectus upon request 


NATIONAL SECURITIES & 
RESEARCH CORPORATION 
120 BROADWAY, NEW YORK 5, N. Y 
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LOW PRICED 
SHARES 


Group SEcuRITIES, INC. 





A PROSPECTUS ON REQUEST 
from your investment dealer or 
Distributors Group, Incorporated 
63 Wall Street, New York 5, N. Y. 

















send today 


for the latest 

prospectus and other 

descriptive material about 
Fundamental 
Investors, Inc. 


| 


Available from «any authorized 
investment dealer or from 


A Registered 
Investment Company 


Hucu W. Lone anp Company 
INCORPORATED 


48 Wall Street, New York 5 


CHICACO LOS ANGELES 
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Keystone 


Custodian 
Funds : 


Certifix ates of Partix ipation in 
INVESTMENT FUNDS 
investing their capital 


IN 


BONDS 
(Series B1-B2-B3-B4) 


PREFERRED STOCKS 
(Series K1-K2) 


COMMON STOCKS 
(Series S1-S2-S3-S4) 


Prospec tus may be oltained from 


The Keystone Company 
of Boston 


50 Congress Street 
Boston 9, Massax husetts 

















| mutual funds assets amount to less than $3.00 per capita 


| liquidations have 





Mutual Funds 


By HENRY HUNT — _|| 
Canadian Funds Catching On 


Current assets of United States mutual funds are equal to 
approximately $12.06 per capita. On the other band ~~ adian 
ut in| 
Canada mutual funds are starting to catch on. Witness the recent | 
growth of Calvin Bullock’s Canadian Invesiment Co., Ltd. which is 
heac, shoulders and body above its nearest competitor in size. 

During the past 12 months, the assets of “CIC,” organized in| 
1932, have jumped from $14.000.000 to nearly $24, 000,000, with third | 
quarter sales exceeding any previous full year’s total. Further more, | 
been practically nil. Congratulations to Bob, 
Clark, George Beves as well as the Bullock dealer group in Canada. | 

In second position is Montreal’s Commonwealth International | 
Corp., Ltd. with assets of about $6,000.000. A; “ygressive and industrious, | 
Douglas Porteous, recently elected President, is in charge of sales. | 

In third place is Toronto’s little Corporate Investors, Ltd. (assets | 
some $2,000,000) run as 
dinning. 

Canadian muiual funds invest most of their assets in Canadian | 
securities. American stocks may be purchased only from Canadian | 
owners and a special Canadian tax of 15% on dividends of foreign 
corporations lessens the incentive to buy United States securities. 

With the outlook bright for continued growth of Canadian in- 
dustry, mutual funds north of the border should do well. 


Inflation Hedge 


“We have suggested from time to time in the past the use of | 
common stocks as a hedge against inflation, but we have also | 
strongly advocated that no individual place all, or anywhere near all, | 
of his money in common stocks. In fact, we are convinced that the 
average individual should have provided for adequate insurance, 
savings and government bond programs before he makes his first 
purchase of common stocks. Nevertheless, here in part is what Mr. 
Howard F’. Vultee, Vice-President of the Marine Midland Trust Co. 
of New York, has to say about the problem as reported in an article 
published in the last issue of the magazine “Trusts and Estates”: 

“It is difficult to visualize the ownership of businesses (common 
stocks) being a less desirable holding in the long run than the 
ownership of cash, savings deposits and fixed income securities. 
The record of the last decade bears out this reasoning and vividly | 
shows that common stocks were a much sounder place for savings | 
than were cash or bonds. | 
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a sideline by able accountant W. D. Glen- 





“* ~-.Iam sure that many people who think common stocks are 
unsafe, do not realize how ursafe cash and bonds really were in the | 
inflation of the lust decade or what really happened to them. They 
have experienced a capital levy without realizing it in the form of : 
depreciation of about 40% in purchasing power ¢ince 1938. 

“‘While the market prices of common stocks did not give full | 
protection against the inflation, the earnings and dividends increased | 
more than enough to completely offset the change in purchasing 
power of the dollar, notwithstanding the fact that dividends were 
the lowest percentage of earnings in history. It is evident that quality 
common stocks represented a far safer place for savings than did 
bonds or cash over the last decade. 

“*The impairment in real value of bonds, cash and savings and 
in the income received from these groups is permanent to the extent 
that the inflation is permanently frezen into the economy.’ 

“We agree in general with Mr. Vultee’s comments and feel that 
it is especially important that an investor in these times not hold a 
disproportionate amount of his capital in such media as bonds, cash 





| possible 
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Shares, Inc. 


Prospectus upon request 
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A Diversified Investment Company 
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Prospectus may be obtained from 
your local investment dealer, or 


THE PARKER CORPORATION | 
200 BERKELEY ST., BOSTON 16, MASS. 


























American Business \_ | 


| Cornell, 


and other fixed obligations.”"—From Vance, Sanders’ 


income 
Brevits.”’ 


Gift Certificate for Mutual Fund Shares 


The gift certificate, well known American symbol of the Christ- 
mas season, is making its initial appearance in the investment 
securities field as a sales medium. Kidder, Peabody & Co., members 
of the New York Stock Exchange, and one of the leading retail 
firms offering a full mutual! funds service, has adopted the gift 
certificate idea for those who will want to give mutual fund shares 
as Christmas presents to members of their family, particularly their 
children. 

The firm’s gift certificate is handsomely designed for permanent 
possession. In advertising and promotional literature announcing the 
innovation, Kidder, Peabody stresses the importance of providing the 
younger generation with a stake in the future of our free American 
economy, both to encourage its support and to teach its practical 
benefits. Parents and relatives will be urged to avail themselves of 
various tax benefits enabling them to transfer wealth in the form of 
selected mutual funds, tc their children. Such gifts will help to 
provide children later on with funds for education, professional 
careers, or other purposes. 

It was pointed out that gift certificates will be furnished 
free with purchases as small as $100, to enable as many parents as 
Lo benctit from the unique arrangement. 


British Devaluation 
Calvin Bullock’s latest issue of “Perspective” discusses effect of 
| British devaluation. It concludes: 
“It does not appear that British devaluation will cause a repeti- 
tion of the severe deflationary trend it initiated in 1931. On the 
contrary, a revaluation of currencies on a realistic basis to their true 


| values should be a great help in promoting a sounder flow of foreign 


trade throughout the world providing concomitant steps are taken 
to loosen trade barriers between countries, and to place emphasis on 
:¢ncreasing producticn of goods rather than on social services which 
cannot be maintained by the present productive facilities of most 


countries.” 
“D. G.” Still Bullish 


A continuation of the present stock market rise is foreseen by the 
Investment Research Department of Group Securities, Inc. in its 
November “Investment Report.” 

“Selected common stocks do noi yet reflect full realization that 
corporation earnings and dividends promise to hold at or near 
present levels. Despite the market rise to date, less than $400 invested 
in good grade common stocks will earn as much as $1,000 in high 
grade bonds will earn. This contrast is distinctly abnormal. While 
reactions in the stock market are to be expected after such a pro- 
tracted advance, we feel that the general price trend of good common 
stocks will continue to be upward.” 

The reasons, the Report continues, are that “there appears to be 
a specific conviction behind the stock market rise, in which we 
concur, that the decline in postwar earnings will level out in the 
present area; and thet the currently high level of dividends can and 
will be maintained over the foreseeable future. In addition, of 
course, investors are gradually recognizing in the government’s 
unbalanced budget the reversal of its 1946-1948 deflationary policy 
to one of infiation.’ 


NSTA Notes 


(Continued from page 10) 
DALLAS BOND CLUB 


At its luncheon meeting Nov. 29, the Dallas Bond Club elected 
the following officers and directors to serve during the year 1950: 











Harry N. McConnell 

President—W. R. Newsom, 

Vice-President—O. V. Cecil, 
Beane. 

Secretary—C. Rader 


W. R. Newsom, Jr. 
Jr.. Sanders & 
Merril 


0. V. Cecil 
Newsom. 
Lynch, Pierce, Fenner | & 


McCulley, First Southwest Company. 
Treasurer—Harry N. McConnell, Central Investment Company 
of Texas. 

Directors—Allen L. Oliver, Jr., 
Jr., Dallas Rupe & Son; 


John B. 
Pierce 


E. F. Hutton & Company; 
John L. Canavan, Rauscher, 
& Co. 








Ghe e George 


PUTNAM 
| KUND 
of Poston 





MUTUAL 
ie a 


BOSTON 


inc. 


| 3 A BALANCED FUND 


Prospectus on request 
from your investment dealer or 


JOUIS H. WHITEHEAD Co. 


44 WALL ST. NEW YORK 5 = 





PUTNAM FunD DistrisuTors, INC. 
} 50 Stare Street, Boston 
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Boston Atiorney Lauds Mutual Funds Growth 


Mayo Adams Shattuck, Past President of Massachusetts Bar Asso- 
ciauen and a airecior of the Boston Fund, sees present investment 
companies as well disciplined through the severe stram of financial 
depression ot 30's, ana holds they are now worthy of a place in 
investment market and as means of participation of ownership in 
American industry by large segments oi populaticn. 


In an article to appear in a local Boston publication, “Industrial 
Teamwork,’ Mayo Aucius Snattuck, a prominear busvon attucuecy aud 
auwority ol ¢ Sr ina ‘" v 
trustee prac- 
tice, expiains 
the advan- 
tages of mu- 
tuai funds as 
a means oi 
increasing 
Par ticipation 
in owhersnip 
of American 
industries ot 
low income 
groups in the 
population, 
and comments 
tavorably on 
their remark- 
able growth 
and impioved soundness 
cent year. 

Part of the text of Mr. Shat- 
tuck’s article follows: 
I have observed, before 


| Workmen Should Own Shares of 
Corporations 


Thus, it is in the very best na- 
tional interest that wurxmen 
snould own shares in corporatious 
such as those whicn empivy them; 
that labor unions anu i:aterna: 





'ties and, within reasonabie safe 
| limits, insurance companies, trust 
|} companies and banks, yes, even 
| savings banks, 





rations which 
the savings of 
and put them to imaginative work 
ior tuture generations. 


j Mayo A. Shattuck 


| 
| 
in 
| 


re- | 


| speculation, I am cervain 


now, | function. 


gence can, conceivably, make a 


likely to make a serious mistake,| maturities are somewhat 


is a single individual who is un- | 


able to test his impulses and/almost 
processes of thought against those | 
of others. 


in 
business entrepreneur. 


The problem which is of very 
great interest to me, however, is 
the broad social aspect of every | 
sort of fiduciary management. | 
What does it mean to the nation? | 
How can it help make a better} 
United States? For years I have 
been asserting that only by liber- | 
ating the savings of our citizens | 
into substantial participation in 
our expanding national economy 
can we maintain the 
traditions to the full. 





widowed beneficiary of a smal 






called 








a similarly 
guardianship 


beneficiary of 
vested slender 











American | busi 







Prudent Man Rule; we must ask | society whose life blood 





associations and charitable socie- | 


should be joint! 
| owners, with ordinary business- | 
|; men, in the great business corpo- | 
in substance pool | 

past generations 


I am not, of course, preaching 
that 
| reasonable limits must be defined 
'and followed with due regard to | 
I believe, for example, | 
that a selected group of men of| that the Savings Bank, constautly | 
prudence, d.scretion and intelli-| faced by possible total maturities, | 
er : is in a ditferent position from the 
joint mistake, but they are less| Life Insurance Company, whose 
saie- 
let a:one a series of mistakes, than | guarded or from the trustees whose 
maturities, in some cases, may be 
disregarded. Certainly | many permitted bond investments L 
none of these managers of capital| invoive less risk than carefully | and unusual satisfaction), it must 
can be said to occupy the position 
which stands the speculative 
Yet the 
point remains clear: whether from 
the semi-starved standpoint of the | 


family trust fund invested in so- 
“legal” securities, or from 
that of the minor or incompetent 
in- 
ac- 
count, or from that of the harassed 
nessman unable to save very 
Hence, as I| much after paying his taxes and 
have declared, we must have the| life insurance, or from that = 
is the 


to invest money in common stocks | mittee, of a sound and experi- 
jaf ULe@y Knew wow w gv avdeur ll,| enced boara Of directors, 1s “dl- 
he cateu atieluon vw wivestmen.| versification” of judgment anc 
| irusis aS at least a partial soiu-| is tae accepted centra: cnaracter- 
| lon. ‘dreatlug u.e imauer Of|istic Of constructive American 
Obsaining wiuer public u.verest in| ettort. The _ “diversification’ 
|common stuChs as a major prob- | comes about because, as any souna 
| sem of the times, ne suggesteu tuat| man would declare, “Two heaus 
| one cesirabie means at nand was | are better than one.’ 
turough the bedlum o£ mavest- | An investment policy which re- 
ment wusts wiulca uave “diveisi-| stricts participation in any one 
fied holdings wf preierred and | security to not more than a smali 
common stocks and other securi-| {fraction of the whole porttolio is 
ties, and thus can offer the small | “diversification” and is obviously 
saver diversification of risk to-| protective in its result. lf any- 
_gether with the higner income to| thing goes wrong, if there is a 
| be derived from equity shares.” (dead loss in any one commitment, 
| ‘Nor is it a sufficient objection | only that small percentage is gone. 
| that equity shares involve a risk.| TO possess equities as well as 
What course open to mankind | fixed income-bearing securities, 
|does not involve a risk? I tave|to stagger maturities in certifi- 
/repeated a hundred tines tue now | cates of indebtedness, to select 
| dius.udS Sayuig O1 A Wase Miassa- divergent industries and to scatter 
chusetts judge, uiterei as long | geographical commitments, to em- 
ago as 1830, when Massacnusetts| Ploy the clear virtues of one 
was standing, as many of our| participation against the less clear 
great sister states stand today,| Potentials: of another—all these, 
upon the very t..reshold of its|and dozens of other generally 
giowing future. That judge sad | recognized prudent practices are 
and applied his remarks to every- | “diversification” in action, Each 
‘thing from government bonds to| Such practice reduces, in fact, the 
shares in New England milis and|Cchance of devastating loss. In- 
factories, “Do what you witl the | deed, each such practice tends, 
capital is at hazard!” Never was| inevitably, to yield a more pro- 
there a more truthful remark.| ductive return. The business or 
Risk there must always be, and| professional man who deals with 
“safety,” like “security,” is ever|a@ number of prospects or clients 
elusive. is likely to be both more pros- 
As Mr. McCabe added, “I agree | Perous Over the long run, and 
that there is a certain element of | more safe, than he who is depend- 
risk involved in the ownership |¢®t only upon a few. 
‘of equity shares. Yet there is| Carried to a full extreme in the 
| little ground in past experience | light of the social good (and it is 
to support tne broad premise that| here that the work on the Boston 
Fund has given me unexpected 








selected common stock, In gen-|be true that when an individual 
eral, I feel that iniormed and) buys a cross-section of American 
flexible investment policy to-| industry, he has, in substance, be- 
/gether with sound judgment are| Come a part owner, On a prudent 
much to be preferred to rigid|and “diversified” basis, in the 
legal restrictions. The experience | Very corporations whose products 
‘of endowment funds of educa-| he buys. He thus receives his 
tional institutions, as well as of| Share of the very profits which 
the fire insurance industry, which | he has helped cause by his every- 
operate under more liberal in-|day expenditures, A burgeoning 
vestment regulations, has demon-| Of this sort of development in the 
strated that diversified investment |, American economy is, in my opin- 
'in common stocks along with other | ion, all to the good. 
types of securities can produce | 
better than average return.” 

Indeed, Mr. McCabe might have |. 


1 


| 


Collective Investment on Increase 
Certainly the art of collective 


greatest interest i me. Speaking 
afUTh GQHECE CAPE... lice W.ul BOS- 
eal Fuasu, Cesprviurrctd alld private 


sluuCiarleS Nave acquired our 
suares in increasing tumbers, 
scnou.s and Cuin.r.o, hespitals, 


associations, lo.g.>s aid iravernal 
orders Mave pov.ed parts of tneir 
enaowme:it iulus im our portfolio, 
A cadurcia, Wita more thau a quar- 
ter-miliion dollars in our shares, 
is One of our largest shareholders. 
Yet the peculiar opportunity open 
to the imnan of modest means is 
illustrated by the fact that the 
holding of our average share- 
holder today is between three and 
four thousand dollars. 


Observation of all these peculiar 
virtues and characteristics of an 
industry surely destined to take 
its greater and growing place in 
the national economy, directly 
alongside tue mutual savings 
bank, the | fe insurance company 
and’ the professional fiduciary, 
gives me aq solid sense of satisfac- 
tion in many respects. 

Legal developments, such as an 
increasing adoption of the Prudent 
Man Rule, widespread enactment 
of legislation permitting Common 
Trust Funds, growing recognition 
of the power of prudent trustees 
to invest in suitable investment 
company shares, enactment of 
special statutes (like that which 
was enactej this year in New 
Hampshire) enabling savings 
banks to make carefully restricted 
purchases of this nature are a 
certain sign, moreover, that our 
law is surely moving to accord a 
proper place to this form of in- 
vestment,. 

What is more, the investment 
company in‘ustry g ves every sign 
of being adult and worthy. of that 
place. It disciplined itself se- 
verely and voluntarily after the 
severe strain of the great. depres- 
sion and, speaking broadly, has 
steadily moved toward a more 
imaginative and _ statesmanlike 
attention to the public interest. If 
it can continue th’s careful and 
thoughtful process of continuous 
self-analysis and_ self-correction, 
it will certainly emerge as an 
outstandine segment of a pros- 
perous national economy. 


$=. 








our legal men to draft their fam- | Power contained in the “atomic 


ily instruments with broad 
elastic powers; we must expect 
our fiduciaries to be alert and 
imaginative in a managerial 
sense; we must encourage any and 
every movement which, within 
the limits of sober propriety and 
caution, will encourage the habit 
of saving against a rainy day and 


which will also encourage the 
employment of some portion of 
those savings in something so- 


cially productive and useful, 
rather than in something which is 
static and sterile. 

It seems to me that this view- 
point is of growing validity and 
importance in the American Re- 


public of the Twentieth Century. | 


The burden of two great wars, 
and the demands of government 


upon each one of us which have | 
ensued not only from those bitter | 
struggles, but also from Our con-| 


stantly expanding concept of 


proper government activity have | 
produced a state of affairs where 


a great many of our people have 
a. little more and a few of our 
people have a good deal less. 
Hence, many small accumulations 
of capital must now fill the 
breech left by the diminished 
number of large accumulations of 
capital if our economic system is 
to thrive and _ prosper. 
thoughtful observers believe that 
if our people will only appreciate 
and understand that each one of 
us has a direct stake in our eco- 
nomic system and if that stake 
can be made more real and e€n- 
during thrpugh ownership of the 
nation’s resources and. productive 
facilities, then there is just 
and expectation of an 
future stronger, if anything, than 


hope 


; 





and | 


Many | 


American 


energy” of the national stockpile 
of savings, several conclusions 
emerge as clearly desirable. First 


tinue their long-established habit 
of saving. Second, it is desirable 
that these savings be employed 
and not buried in idleness. Third. 
it is desirable that all worthy de- 
vices of 
and employment 
savings, 
Fund and the well-seasoned and 
reputable Mutual Investment 
| Company, be encouraged and fos- 
tered in the national economy. 





of 


ments of Mr. Thomas B. McCabe, 
Chairman of the Board of Gov- 
ernors of the Federal Reserve 
System, which appeared in a 





Banking and Currency of the U. S. 
Senate. Observing that there are 
many potential investors among 
farmers, skilled laborers, 

prietors of small businesses 


| WELLINGTON 


<J> FUND 





80th Consecutive 
Quarterly Dividend 
Distribution 


This distribution of 40 cents per 
share (approximatety 18 cents 
from ordinary net income and 22 
cents from net realized securities 
profits) is payable on December 
28, 1949, to stockholders of rec- 
ord December 9, 1949. 

WALTER L. MORGAN 


Philadelphia President 











added, with entire soundness, that 


| the diversification approach to the 


| it is desirable that our people con- | 


collective management | 
American | 
like the Common Trust| 


It follows, naturally, that I was | 
greatly pleased to read the com- | 


recent report to the Committee on | 


pro- | 
and | 
professional men who would like | 


investment management problems 
which he described has demon- 
strated itself over and over again 
as not only the most productive 
method of employing savings, but 
is also the safest ever devised. 


Diversification” Explained 


The word “diversification” 
elaborate in its construction. It 
is too bad that so valuable a con- 
cept is expressed in so ornate a 
dress. The businessman will tell 
you that he is somewhat careful, 


especially in difficult times, to 
“hedge his bets.” Everyone un- 
derstands him. The housewife 


knows what it means not to “put 
all of her eggs in one 
And everyone 


But the word “diversification” 


fails, somehow, to reveal its true 
The operation of a com- 


worth. 


investment and management is 


is | 





| greatly on the increase in this 
'republic. It would be tiresome to 
repeat in this brief comment the 
Statistics which report the geo- 
metric progression of insurance 
funds, charitable and educational 
portfolios, savings bank deposits 
and fiduciary accounts of all sorts 
which serve today to administer 
the savings of our past and present 
generations. The _ investment 
company industry, taken by itself, 
presents a dramatic picture of 
| Sturdy growth almost all of which 
| has taken place in less than one 





Now Benton M. Lee, 
Ficks & Tompane 


PHOENIX, ARIZ.—The firm 
name of Benton M. Lee & Co., 
Security Building, members of the 
New York Stock Exchange, has 
been changed to Benton M. Lee, 
Ficks & Tompane. There has been 
no other change in the firm. 








human generation, And the na- 
ture of this growth throughout the 
| qualitative and conservative sec- 
_tions of the industry is of very 


basket.’ | 
understands that.) 








Frederick W. Young Opens 
SCOTT CITY, KANS.—Freder- 
‘ick W. Young is engaging in the 
| securities business from offices at 

| 420 Main Street. 
“a 





They will continue to 
from headquarters 


Boston Chicago 


We are pleased to announce that 


CHARLES E. KIMBALL 
and 


FREDERICK W. JOHNSTON 


who have been associated with us as 
Resident General Managers, have been 
elected Vice-Presidents of this corporation. 


Chicago, respectively. 


DISTRIBUTORS GROUP, INCORPORATED 
€3 Wall Street, New York 5, N. Y. 


serve their territories 
in St. Louis and 





BPW” + 


San Francisco Atlanta 
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Russell McJury Joins 
Dean Witier & Co. 


(Special to THe Financia CHRONICLE) 
PORTLAND. OREG.— Russell 
McJury has become associated 























McJury 


Russell 


with Dean Witter & Co., Equit- 
able Building. Mr. McJury was 
formerly in the trading depart- 
ment of The First National Bank 
of Portland. 
EE 


NASD District 13 
Nominees’ Slate 


The Nominating Committee of 
District No. 13 of the National 
Association of Securities Dealeis, 
Inc., have made the following 
nominations for two goversors 
avd four committeemen whcse 
terms will expire Jan. 15, 1950: 

Board of Governors: Charles P. 
Cooley, Jr., Cooley & Co., Hart- 
ford, Conn., to succeed Wilbur G. 
Hoye, Chas. W. Scranton & Co., 
New Haven; W. Fenton Johnston, 
Smith, Barney & Co., New York 
City, to succeed T. Jerrold Bryce, 


Clark, Dodge & Co., New York 
City. 
Disirict Committee: George L. 


Austia, G. L. Austin & Co., Hart- 
ford, Conn., to succeed Charles P. 
Cooley, Jr.; Harry R. Amott, 
Amott, Baker & Co... New York 
City. to succeed W. Fenton Joim- 
ston; H. Warren Wilson, Union 
Securities Corp.,. New York City, 
to succeed R. Parker Kuhn, Kuhn, 
Loeb & Co.; William L. Canady, 
W. L. Canady & Co., Inc., New 
York City, to succeed Oliver J. 
Troster, Troster, Currie & Sum- 
mers. 

Members of the Nominating 
Committee were Walter F. Biaine, 
Goldman, Sachs & Co., Chairman; 
Louis H. Whitehead, Louis H. 
Whitehead & Co.; John J. O’Kane, 
Jr., John J. O’Kane, Jr., & Co.; 
Phillip W. Brown, Smith Barney 
& Co.; and Robert S. Morris, 
Robert S. Morris & Co., Hartford. 
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= By JOHN T. CHIPPENDALE, JR. 


A government market which had been making new highs on not 
| too substantial volume, was tipped over on larger “special situation 
| spot selling of longs by Federal, and because corcern was expressed 
at Washington hearings over the yield and level of prices of Treasury 
obligations. Prices were quoted down and although there was 
some legitimate selling of securities, a large part of the decline was 
of a professional nature The longer-term issues, which led the 
market rise, bore the brunt of the markdown, as was to be expected. 

. Some of the fluff has been removed by the setback. . . . Short- 
term rates have advanced slightly under Federal sponsorship. .. . 
The refunding announcement, which is expected shortly, will give the 
answer as to whether or not yields are to be increased. .. . 


The tap bonds all gave ground as did the longest taxable 
elizibles, with the last four partially-exempts joining the parade 
later on. Investors in a few instances were able nonetheless 
to make some favorable purchases, despite the thinness of the 
market, because it was reported not too many longs were avail- 
able for sale, even with the dropping market. More funds, 
however, are going temporarily into shorts because of the unset- 
tled conditions. 


UPSETTING THE APPLE CART 

The testimony before the Subcommittee on Monetary, Credit and 
Fiscal Policies of the Joint Committee on the Economic Report in 
Washington last week, especially the remarks of Marriner S. Eccles. 
member of the Board of Governors of the Federal Reserve System. 
helped to upset the government securities market. Prices de- 
clined under not too much pressure and further irregularity might 
not be unexpected, while these hearings are being held. F 


Warnings like that sounded by Mr. Eccles brought into the 
picture a different type of action since this was not the usual 
“open mouth operation” that the market has experienced in the 
past, because the latter has nearly always come from New York 
and not Washingeten. ... Also there is generally more mystery 
connected with the se-called “open mouth operations.” . . 


FUTURE PRICE TREND UNCERTAIN 


Whether there will be higher interest rates or sizable selling 
of long-term securities by the Federal Reserve Banks to keep prices 
from going too high will depend upon the trend of business and the 
psychology of inflation which seems to have been brought to the fore- 
front by the devaluation of foreign currencies. It is believed in 
come quarters the psychological (inflation) factor will be most impor- 
tant in determining the future policies of the monetary authorities, 
as far as the money markets are concerned. If the inflation fear 
is going to cause further maladjustments in the economic system 
there seems to be little doubt there wi!l be action taken by the powers 
that be to remedy the situation. 


The government market had been run up because the supply 
was limited, with the Federal Reserve Banks offering practically 
nothing at all te prevent prices from going ahead. Whether 
this policy of the money managers of allowing the market to 
make new highs on rather limited volume is the best for the 
money markets and business in general is open to considerable 
question. ... There is no doubt, however, the lower yields for 
Treasuries have also pushed down yields of all other interest- 
bearing obligations, corporates as well as state and municipal 
issues. ... This in turn has not had an adverse effect upon the 
offerings of non-government securities, which does not detract 
from the inflationary forces. 


TECHNICAL POSITION VULNERABLE 


To be sure, the government market cannot continue to advance 
indefinitely and this level might be as geod as any to call a halt to 
the rise. In the not distant future many non-government obli- 
gations will be coming out and these will take care of a part of the 
demand which has been making prices of Treasury issues strong... . 


tant buyers of longer Treasuries, along with recently won pension 
benefits by labor, seem to have created a certain amount of forward 
buying, which has tended to aggravate a market which has been thin, 
particularly from the offering side. Also, in an advancing mar- 


ket, selling naturally dries up because most sellers believe they will 
get higher prices for the issues which are to be liquidated... . 
; Although a good many of the recently acquired government 
obligations, especially the longs, went into strong hands, there 


was some buying for inventory and position purposes, which 
helped to make the market vulnerable for a set-back. 





REACTION DEEMED SALUTARY 

Despite what has been said about interest rates and prices of 
government securities, no drastic change is looked for in money 
rates because of the heavy debt charges and need for future refund- 
ings by the Treasury There will most likely be no important 
alterations in the refunding patterns unless the inflation psychology 
worsens If this should result, it seems as though there will be 
higher certificate rates and longer-term higher coupon bonds will 
be offered despite the reed tc keep the debt service from going 
higher. . . . For the time being. a reaction in the government market 
could be healthy because it will take some of the less desirable type 
of buying out of it. Investors likewise should be able to get 
needed issues at more favorable yields. 


With Moors & Cabot 


(Special to Tue Financia, CHRronicie) 

BOSTON, MASS.—Courtney F. 
Bird has joined the staff of Moors 
& Cabot, 111 Devonshire Street, 
members of the New York and 
Boston Stock Exchanges. 


Hanrahan & Co. Adds 


(Special to THe Financtat CHRONICLE) 

WORCESTER, MASS. — James 
F. Phillips has become affiliated 
with Hanrahan and Co., 332 Main 
Street, members the Boston 
Stock Exchange. 


of 








The purchases of pension funds, which have been among the impor- | ; ' 
| Heavy consumption of steel stocks 


| Reports. 





Purchasing Agents See Business Leveling Off 


Survey of opinion, though optimistic, indicates general business in 
next two months will merely recover ground lost in August and 
September. 


According to a composite cpinion of purchasing agents who com- 
prise the National Association of Purchasing Agents Business Survey 
Committee, whose Chairman is Robert C. Swanton, Director of Pur- 
chases, 


Winchester Reneating Arms Corporation, Division of Olin 





fmnuustries,®© 
in c., New 
Haven, Conn.; 
the over-all 
conditions re- 
ported by 
purchasing 
executives for 
the month 
show no Ma- 
terial trend 
changes from 
October. Pro- 
duction was 
slightly down; 


order books 
Robert C. Swanton rte 9% bet- 
ter; commod- 
ity prices 
steady with a tendency to ad- 
vance, inventories and employ- 


ment lower. 

The tone of the reports is dis- 
tinctly optimistic as Purchasing 
Agents find inventories and com- 
mitments have generally been 
held in balance with any reducea 
production schedules during the 
strike period. 

While it is realized that steel 
may not be available for several 
months to build satisfactory in- 
ventories, it is the consensus of 
opinion that critical shortages will 
be over in January, and produc- 
tion, at that time, will cover cur- 
rent needs. The ready availability 
of other materials makes it pos- 
sible and advisable to keep those 
commitments in balance’ with 
steel deliveries. 

At the present time there is no 


indication that general business 
will resume the upward swing 


recorded in August and Septem- 
ber: it will probably recover in 
the next two months the ground 
lost in October and November. 


Commodity Prices 


The price structure developed 
more strength in November, with 
a tendency to increase; 20% of 
the survey committee report 
higher prices, the largest number 
since August. Much of this is 
traceable to copper, lumber and 
textiles. Fatricated items con- 
tinue strongly competitive. 


Inventories 


The inventory build-up reported 
in September and October was 
sharply reversed in November. 
deliveries of 
maintain bal- 
are shown by 
Business Survey 
Of particular interest is 
the large number of companies 
reporting no major material ad- 
justment problems, because of 


culbacks on 
other materials to 
anced inventories 
the November 


and 


‘careful inventory control policies 


| production schedules. 


since the start of the business de- 


‘cline a yvear ago. 


Buying Policy 
Buying policy is very conserva- 
tive, predominantly not over 90 


| days, with 82% reporting 60 days 
| and 


under. With nearby deliv- 
eries available on most materials, 
except steel and aluminum, Pur- 
chasing Agents are holding for- 
ward commitments to producers 
lead time and their own definite 
This gen- 
eral policy, wnich has been in ef- 
fect for several months, is re- 
flected in the over-all healthy in- 
ventory position reported by most 
companies. 


Employment 
Employment reduction contin- 
ued through the first half of No- 


vember. With the break in the 
steel strike, a slow build-back of 


| labor forces is indicated which is 


expected to run well into Decem- 
ber. Christmas goods manufac- 
turers have increased running 
time. Labor turnover is down to 
a minimum and productivity is 
increasing. 


Specific Commodity Changes 


Strength in current markets of- 
fers evidence that many of the 
anticipated lower price adjust- 
ments may be deferred for some 
time. 

Showing increases were—Cop- 
per, brass and brass products, 
burlap, caustic soda, chlorine, ani- 
mal fats, hides, lumber, cocoanut. 
Chinawood and tung oils, textiles. 


On the down side—Antimony. 
electrical supplies, grains, fruits, 
kerosene, lead, menthol, linseed. 
cottonseed, edible oils, paint, 
petroleum, solvents, bar soaps, tin, 
zinc. 

Canada 

Canadian general business 
maintains a higher level than the 
United States, in November. Pro- 
duction increased over October. 
Back orders are up, though less 
than in the States. Commodity 
prices continued the uptrend put 
with a tendency io level off. In- 
ventories are reduced, reversing 
the October trend, although run- 
ning nigher than in the United 
States. Employment is further off, 
reflecting seasonal declines. Buy- 
ing policy is closing in, but still 
of longer range than in the United 
States. 





NASD Governors OK 
Frear Bill in Principle 


(Continued from page 11) 
striction of margin privilege to 
listed securities is regarded as un- 
justifiable discrimination. 

(3) The establishment of stand- 
ards for delisting securities from 
exchanges where the record of 
trading has indicated that such 
securities are not susceptible of 
auction trading; and that some 
mechanism and procedure be es- 
tablished for a periodic review to 
determine which securities are 
subject to delisting. 

The effect of this 
weuld be to promote’. greater 
competition between listed and 
unlisted markets, and to properly 
promote marketability in its best 
aspects in each type of market. 

It was the conclusion of the 
Committee that the best interests 
of the public and the investor 
would be served if the securities 
markets are made truly competi- 
tive along the lines suggested. 
The Committee also held that 
further study should be made to 
determine whether or not the fig- 
ure stated in the Bill of $3,000,- 
000 in gross assets and 300 stock- 
holders is the proper dividing 
line between those corporations 
and securities subject to the Se- 
curities Exchange Act of 1934 and 
those not so subject. 

The Board, while providing for 
appearances before the avvropri- 
ate Congressional Committees in 
support of their position. stipu- 
lated that this course should be 
preceded by conferences with of- 
ficials of regisiered stock ex- 
changes in an endeavor to arrive 
at a solution of the problem of 
listing and delisting securities 
which could be supported by all 
segments of the investment bank- 
ing and securities business in the 
interest of stockholders and in- 
vestors. 


proposal 
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Big Government Spending Inflationary! : 


President, Federal Reserve Bank, Philadelphia 


Prominent Reserve Bank executive, holding heavy government spending induced by zeal for social 
justice is making problem of inflation more difficult, warns it is impossible to expand output indefi- 
nitely, together with rising wages, by means of gifts and subsidies. Advocates substitution of general 
instrument of economic control for series of specific controls. Condemns dominating power of labor unions 


I would like to make the general point that in my judgment the problems of eco- 
nomic instability are becoming increasingly difficult, and that the basic ground swells may 


By ALFRED H. WILLIAMS* 


respect to it. 


term of compensatory 


The government achieves eco- 


nomic balance by putting funds 
in and taking them out of the 
spending 
raised as to how frequently you 
must be 
several schools of thought with! tures and gross national produci 
Do you attempt to | 


stream. Question is 


in balance. There are 


eae : j : : achieve it annually? Do you 
well be inflationary. As I retiect and digest developments, it seems to me that in consid-| attempt to achieve it over a 
erable meas- » i . ry “ : DES Beg is oak -| longer period of time? Theo- 
ure these more balanced and will not con- demands; and because they are|retically, the scholars say you 
stem from a ‘tinue the difficulties that are oc- unskilled for the most part or 


zeal for social 
justice. There 
are Many ob- 
servers who 
think of this 
as arising only 
in the United 
States. In my 
judgment, it is 
world-wide. 

Roughly, 
there are 65 
sovereign 
powers on the 
planet, and I 
think a= sur- 
vey of these would indicate that 
the zeal is at work in almost every 
ene of these groups. I suspect 
that at some future time, when a 
historian sits down to record the 
developments, he will think of 
this as the period in which the 
Zeitgeist, the spirit of the age, is 
one of getting a greater amount 
of what we may term social jus- 
tice. 

In the United States, that is 
taking the form of conscious ef- 
forts on the part of the state to 
achieve a larger measure of equity 
in every specific situation where 
trouble appears. It would be pre- 
sumptuous for me to go into this 
in any detail. I take it that the 
experience of the members of the 
committee in specific provinces 
that fall within their assignments 
would furnish us all the material 
we need. 





Alfred H. Williams 


Attempting a Cure fer Each 
Agsrieved Part of Economy 

What we have is an attempt to 
give to each aggrieved part of the 
economy, to each claimant, a cure. 
We look at agriculture, at veter- 
ans’ affairs, at housing, at local 
depressed areas. My native birth- 
place, a town in Pennsylvania, is 
added to the list as of this past 
week. 

The danger is that we give to 
each and assume there shall be 
no losers. This, of course, is im- 
possible unless we can expand 
output with each gift, and@ this in 
turn soon comes to an end be- 
cause of the impossibility of in- 
definite expansion. The Germans 
have an adage that trees do not 
grow to the sky. 

We tend to shore up the weak 
points as they appear rather than 
view the development of weak- 
ness aS a process by which re- 
sources are redistributed. 

I turn for a moment and con- 
template the small business scene. 
Without taking the position that 
none of these claimants deserves 
all possible aid, I think of the 
philosophizing of a Danish econo- 
mist, who says, “Thank God for 


the bankruptcies.”’ By that he was’ 


thinking of the bankruptcy as a 
process by which individual en- 
terprises are sloughed off and re- 
sources are redistributed. This is 
not to say that we ought not make 
every effort to see that, for ex- 
ample, a depressed area is given 
some aid: but we should raise the 
question as to whether we ought 
not to make an orderly transition 
from the type of economy that 
exists there to something that is 

‘Extract from testimony of Mr. 
Williams before subcommittee on 
Monetary Credit and Fiscal Poli- 
cies of the Joint Congressional 
Committee on the Economic Re- 


port; Washington, D. C., Nov. 16, 
1949. 


cupying our current interest. 

‘nis zeal for social justice re- 
flects itself also in the form of 
our efforts to obtain full employ- 
ment with ever-rising wage rates. 
The postwar record is one of suc- 
cessive demands and pretty much 
of successive acquiescence. 

A second force that is likely to 
make Our economy more unstable | 
is the changed character of eco- 
nomic action. 

It seems to me that economic 
movements are more pronounced; 
they are more powerful; they are 
more unpredictable, Decisions are 
no longer made by large numbers 
of participants in the economic 
process, where you get the opera- 
tion of the law of large numbers. 

I referred a moment ago to the 
65 sovereign powers. All of them 
are now entering into the actions 
of the market place. One gets by 
reason of state action—-and for 
other reasons, too, of course—gy- 
rations in all forms of economic 





activity. An example before us 
at the moment is the price of | 
coffee. 

Now, these are in some cases 


unpredictable because they grow 
out of political influences and not 
the give and take of the buyer 


and seller in an open market 
place. I am not saying we ought 


to return to the days of so-called 
free competition. I am discussing 
what seem to me to be realities 
at the moment in the light of 
achieving economic stability. This 
will bring us ultimately to the 
question of what we can do via 
fiscal policy, in the management 
of the public debt, and through 
the Operations of the Federal Re- 
serve System. 


Changed Character of Economic 
Action 

I would cite as a second illus- 
tration of the changed character 
of economic action what is hap- 
pening in the field of collective 
bargaining. At the outset I 
would make the point that I am 
not against collective bargaining 
and that what I am about to say 
ought not to be construed as anti- 
union. 

We have had a development in 
the labor movement which is of 
the utmost significance from the 
standpoint of wage rates, pen- 
sions, et cetera. I enter this 
field with some diffidence be- 
cause of your professional inter- 
est and competence in the area, 
but as I read it, we had up to 
1934 a relatively slow growth of 
trade unions. At that time there 
were 3,000,000 members. If one 
looks at the composition of the 
unions, we find for the most part 
they were the elite of the labor 
movement. The A. F. of L. and 
the Brotherhoods dominated the 
situation. The general public 
was not conscious of the results 
of their collective bargaining ef- 
forts. 

But suddenly there came forth 
in 1934 and continued to grow a 
democratization of the labor 
movement. We brought in not 
only the craftsmen, the men with 
technical skills, but went down 
into the ranks of labor and or- 
ganized those. Today we have 
not 3,000,000 members of trade 
unions, but 16,200,000. 

Now, these new members dif- 
fer from those that peopled these 
smaller unions. They have zeal 
for social justice. They set up 





have highly specialized skills, and 
for other reasons, we have the 
development of industry - wide 
bargaining. So, as a result of 
contractual negotiations, we have 
wage rates that cut right across 
an industry. If, as a result of 
strong bargaining, a leader in one 
industry achieves a wage _ in- 
crease, perforce the leader in 
every Other industry must get it 
too. He must bring the bacon 
home to his men. You have here 
a force that is very pervasive. 
One contract permeates until it 
soon influences an entire indus- 
try, and that industry influences 
the others. If a mistake is made 
in the initial contract, it is trans- 
mitted to others and becomes a 
major mistake for the whole 
economy. 

There is a witticism concerning 
Nazi Germany to the effect that 
it was so well organized that it 
cOuld make only major mistakes. 
In a sense that conveys some- 
thing of the thing I am trying to 
put across at the moment. 

Another aspect of these major | 
factors making for economic in- 
stability is the fact that this 





country has been catapulted into 


a position of world leadership by 
virtue of a long chain of events 
that need not be analyzed here. 

It seems to me that this posi- | 
tion, of world leadership and} 
responsibilities which are at-| 
tached to it reinforce the drive} 
to see that we shall not tail. 
because of the consequences of 
any untoward domestic action on 
us in the international scene. 
This tends to make us less flex- 
ible, less willing to suffer defeat 
on one front because we fear it 
may go to others. 

I am leading to the conclusion 
that we must redouble our efforts 
to achieve stability and to achieve 
it under conditions of high levels 
of employment and _ production 
and at reasonably stable prices. 
This, in the minds of able stu- 
dents, is the only way in which, 
in the long run, you are going to 
be able to achieve social justice. 


The problems are not only 
complex, they are on the _ in- 
crease. The stakes are larger, 


Best Way to Achieve Stability 


The question is: How do you 
achieve this stability? Broadly 
speaking, there are two ways in 
which it can be achieved. One is 
by a series of specific controls 
and the other is by attempting to 
get some general influences that 





will be impartial, that will be 
impersonal, that will be _ per- 
vasive. 

To select the former route is | 


to begin to go down a road where | 
one control leads to another. I| 
suspect that the British Labor | 
Government finds itself in a po- | 
sition where it cannot very well | 
go back and, therefore, is going | 
on, perhaps very reluctantly. 

This background focuses atten- | 
tion upon the role of the Con-| 
gress, of the Treasury, and of the | 
Federal Reserve System in this 
drama, if I may use the term, 
the social drama that I am at- 
tempting here to sketch. 

I consider first the role of the 
Congress in fiscal policy. Here| 
again I may be presumptuous in 
bringing up the question. I do; 
so Only because it is such an es-' 
sential part of it. 

The role of fiscal policy in eco-| 





| You 


year. These economic 
recessions and swells do not occur 


according to the calendar 


When you turn to compensatory 
fiscal policy, in practice, you step 
out of the closet into the world of 
men who are sensitive to politi- 
cal values—and I do not use that 
invidiously. I mean congressmen 
are locally elected, and I may say 
re-elected or rejected; and that 
influences their actions. 

In 1948 we had tax cuts which 
increased the money available for 
spending by $5 billion. There 
were probably many considera- 
tions which led to the action, but 
the chances are that not many of 
them centered around—let me 
put it this way: there were some 
that did not center around the 


question of achieving economic 
balance. I am not saying this 
critically, because there are a 


great many limitations to the ef- 
fectiveness of the role that Con- 
gress can play in this question of 
achieving economic balance, and 


| I hope if I am in error here that | 


you will set me right. 


To be successful, there must be | 


some fairly accurate predictions, 
sometimes far in advance, 
cause the economic effects of 
Congressional action may be de- 
layed. for a considerable time. 
Fiscal 
Congress flexible tool. 
and ex- 


is not a 
cannot change tax 


'penditure policies quickly. 


Also, as important as anything, 


when the decisions are made, fre- | 


quently the aggregates are not in 
view. 
one aspect, particularly if ‘a per- 


son is politically motivated, you) 


get a total result which you 
would not accept if you knew in 
advance that it was coming. You 
do not get the discipline that fre- 
quently arises in other fields of 


action, notably business, where 
the penalties are pretty direct and 
pretty immediate and _ pretty 


close at hand. 
I think that the most we 
hope for in the consideration of 


can 


be- | 


policy as carried out by) 


By focusing attention on! 


| nomic stability is one that in, aggravate the problem. That is 
broad outline is easily handled by 
students of the subject under the | 
general 
fiscal policy. 


a pretty mild statement. 


At the same time, the effects of 
fiscal policies are large and grow- 
|ing. For example, during the 
|’twenties Federal governmental 
| expenditures were in the magni- 
tude of $5 billion, compared to a 
gross national product of $90 
‘billion. Today we have $40 bil- 
‘lion of governmental expendi- 


of $250 billion. 

| Now, the government can waste 
/resources just as readily as can 
| the individual citizen or the busi- 
/ness enterprise. I think it would 


achieve it over a longer period| be helpful if we were constantly 
than a 


reminding ourselves that the re- 
_sponsibilities that are set forth 
broadly in the Employment Act 
of 1946 contain implied responsi- 
| bilities for Congress as well as 
|for the Treasury Department or 
'the Federal Reserve System. It 
|involves the art as well as the 
/economics of government and, ] 
_think, deserves the fullest pos- 
sible attention. 





Shaskan & Co. Opens 
Local New York Office 


Shaskan & Co., members of toe 
New York Stock Exchange. and 
‘located at 40 Exchange Place. 
|New York City, announce tc 
opening of a new branch office at 
100 Second Avenue, New York 
City. The office will be under the - 
supervision of Henry D. Shw!- 
| diner, resident partner, and will 
_be managed by David Adelman 
and Bernard Daniels. 





Melton Arnett Joins 
Lentz, Newton & Go. 


SAN ANTONIO, TEX.—Me!- 
ton B. Arnett, Sr., is now asso- 
ciated with Lentz, Newton & Co.. 
Alamo National Building, as man- 
‘ager of the municipal department. 
Mr. Arnett was formerly with 
|Halsey, Stuart & Co. and Blair & 
Co. and conducted his own firm, 


M. B. Arnett Co. 


George L. White With 
Bache & Coa., Chicage 


(Special to THe FINANCIAL CHRONICLE) 

CHICAGO, ILL. — George L. 
White has become associated with 
Bache & Co., 135 South La Salle 
Street. He was formerly with 
Hicks & Price and prior thereto 
conducted his own investment 
business in Chicago. 


F. W. Roe Ouens 


TEXARKANA, TEX. — Frank 











what Congress can do in this W. Roe is engaging in a securities 
whole area—that is, fiscal policy| pysiness from offices at 1122 
—is that it will not seriously Hazel Street. 
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Present Tax Structure Throttles Small Business! 
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Bank and Insurance Stocks 

















By H. E. JOHNSON 
This Week—Insurance Stocks 








Dividend action by major fire, casualty and life companies con- | 


tinues to dominate the current news concerning investments in insur- 
ance shares. . 

Two weeks ago The Continental Insurance Company and the 
Fidelity-Phenix Fire Insurance Company, the two principal com- 
panies of the America Fore Group, announced their intention, subject 
to approval by the stockholders and the Superintendent of Insurance, 
of paying stock dividends. In the case of Continental the payment 
would be 25% while Fidelity-Phenix would pay 331%. 

Capital of Continental would be increased from $20,000,C00 to 
$25.006.000 by a transfer of $5,000,000 from surplus to capital, Fidel- 
ity-Phenix would transfer a similar amount from surplus increasing 
its present capital of $15,000,000 to $20,000,000. In both cases the $5,- 
(00,000 additional capital would be the amount distributed to share- 
holders in the form of a stock dividend. Total shares outstanding 
would be increased to 2,500,000 of $10 par value for Continental and 
2,000,000 of 310 par value for Fidelity-Phenix. 

There was no indication given at the time of the recent an- 
nouncement as to the cash dividend policy to be followed after the 
stock dividend is paid. A number of the other large fire insurance 
companies which have declared stock dividends have indicated they 
would continue to pay the same cash amount on the larger number 
of shares. Both Continental and Fidelity-Phenix will meet the 
latter part of December for the dividend to be paid in January. 
However, as the increase in capital will not be voted upon until the 
annual meeting in February, and not paid until March, the new 
dividend policy may not be announced for some time. 

On a historical basis the level of investment income has been 
one of the primary ceterminants of dividend policy and it is in this 
connection that the following figures are presented. Consolidated 
investment income on the basis of the present capitalization and 
adjusted for the proposed increase in shares is shown for each of 
the past eight years fur the two companies, together with an esti- 
mate for the current year, 1949. 

Investment Income Per Share 


Continental Fidelity-Phenix 
Present Increased Present Increased | 
Capital Capital Capital Capital | 
{yaaa hte Sa $4.50 $3.60 $5.00 $3.75 
39648 ...._- as ane 4.13 3.30 4.64 3.48 
ey ..fu46 nd sw allie ie 3.61 2.89 4.18 3.14 
ee oe ds a apn > cco oo ee 3.07 2.46 3.55 2.66 
a ee 2.85 2.28 3.22 2.41 
1944 __ a er fe 2.71 ae | 3.09 2.32 
1943 ea 2.53 2.02 2.91 2.18 
0 ee 2.53 2.02 2.36 2.14 
1941 __ i ‘a 2.56 2.05 2.89 2.17 


Investment income this vear should show a moderate increase 
over 1948. A larger volume of investment funds and higher divi- 
dends on common stockholdings will aid both companies. In the 
first six months of the current period on a non-consolidated basis, 
Continental showed an increase of 12.6% in investment income over 
the comparable period of 1948. Fidelity-Phenix for the same period | 
showed a gain of 10.6%. Thus for the full year a gain in investment | 
income of around 10% in each case would seem to be logical. 

The current dividend rate on Continental is 50 cents quarterly | 
plus an extra of 20 cents for a total payment of $2.20. The current 
dividend amounts to appreximately 49% of the estimated investment 
income for the year 1949. If the present cash dividend were con- | 
tinued after the payment of the 25% stock dividend, it would amount | 
to about 61% of the expected investment income of $3.60 on an ad-| 
justed basis. 

For Fidelitv-Phenix the current dividend rate is 50 cents quar- | 
terly plus an extra of 40 cents for a total disbursement of $2.40, 20 
cents more than Continental. The current payment amounts to about 
48% of investment income estimated for 1949. If the current cash | 
dividend were continued after the payment of 3314% in stock. it| 
would amount to approximately 64% of the investment income ex-| 
pected for the current vear of around $3.75 on the increased number 
of shares. 

In both cases the payment of between 60%-70% of investment | 
earnings would seem to be a reasonable expectation. Inasmuch as| 
the stock dividend proposed by Fidelity-Phenix was higher than that | 
of Continental, there is some basis for expecting that the cash divi- | 
dend established on the two stocks next vear may be equal. After | 
adjusting the investment income to the increased capital the per | 
share results for the two companies vary by only a few cents 
each year. , . 


Joins Otis & Co. Staff 


(Special to Tue Frinanctat Curonicie) 

LOUISVILLE, KY. — John F. 
EFisenbeis has become associated 
with Otis & Co., Terminal Tower, 
Cleveland, Ohio. 





‘Arthur Goodwin With 
Sets & Co. 


HOUSTON, TEX.—aArthur E. 
| Goodwin has become associated | 
| with Shields & Co., Gulf Build-| 
| Ing, as manager of the municipal | 
department. He was formerly | 
, with Russ & Co. of San Antonio | 
and prior thereto for five years | 
| was Quartermaster Property Offi- | 
cer. 





CHASE 
NATIONAL 
BANK 


| 
| 
Circular on request. | 
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2 . 
Laird, Bissell & Meeds 
Members New York Stock Exchange 
120 BROADWAY, NEW YORK 5, N. Y. 
Telephone: BArclay 77-3500 





Paul A. Peeples Opens 


| NEWPORT NEWS, VA.—Paul 
A. Peeples has opened offices in 
| the First National Bank Building 


_to engage in the securities busi- 














and Electric Company successfully | 8% of personal savings for the. 
sold a $3,000,000 25s ‘% bond issue | Year, estimated at around $16,000,- | 


which the bankers recently of-| 000,000 and less than 10% of the 


fered to the public above par.| annual rate in the third quarter. | 


This issue had an AA rating, one! Savings of individuals going into 
grade below the highesi rating.| all corporate securities, bonds, 
General Electric Co., Westing-| preferred siocks and common 
house Electric Corp. and General! stocks are ai the rate of less than 
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| great. 


| Motors Corp. recently repaid loans 
not maturing for some years, 
|the respective amounts of $25,009,- 
00, 
| The problem of investment ouileis 
for fingncial institutions’ 


has been pointed up = again. 


Whether life insurance companies | 


| should be permitted to buy com- 
|rmon stocks more extensively is a 
| controversal topic. I know there is 
a great divergence of opinion 
|}among life insurance companies’ 
| executives who have studied the 
problem. Investment in common 
stocks would be a drastic change 
'and is not a step to be taken 
lightly. 


Need More Individual Investment 


I offer this thought tc the Com- 
mittee. If a reasonable part of the 
funds now seeking shelter in fi- 
na:cial institutions moved over to 
/ownership investment by inaivid- 
uals, the problem would tend to 
disappear. If present rates and 


| methods of taxation did not stand 


in the way, companies would have 
the benefit of a larger flow oi 
ownership funds at lower rutes. 
Correspondingly, incentive of 
companies to borrow on the one 
hand, and of financial institu- 
tions to bid up the price and de- 
press the yield of bonds, would be 
lessened. In our kind of economy 
it should not be necessary to en- 
gage in serious discussion of a 
runaway bond market when com- 
mon stocks of sound companies 
show a high return. The differ- 
ence between common stock and 
bond yields is still extraordinarily 
The average yield on 200 
common stocks at the end of Oc- 
tober was 6.1% compared with 
2.9% on an index of corporate 
bonds, and top grade coiporate 
bonds yield only about 2.7% 
These stock yields are repiesenta- 
tive of the market but not of the 
price of ownership funds in tne 


economy; the list includes the 
highest grade common stocks of 
the strongest nationally known 


enterprises in the United States. 


The whole economic machine 
made up of all corporations in all 
types of industry used about 
$102,000 000,000 of new money in 
the years 1940 to 1948. Out oi 
this total, retained corporate 
earnings amounted to $62,000,000, - 
000. The second largest source of 
funds, creation of corporate debt 
was much smaller and amounted 
to $35,000,000.000. Together the 
money raised by the sale of debt 
securiiies and through other 
loans, plus the re-investment of 
earnings, amounted to $97,000,- 
000 000 out of the total of $102,- 
000,000,000. Preferred stock is- 
sues accounted for $2,600,000,000. 


| Finally, proceeds from the sale of 


common stocks provided only 
$2,400.000,000 in this entire pe- 
riod. or barely more than 2% of 
all the funds used. 


To rely on retained earnings of 


‘corporations on the scale of re- 


cent vears is likely to be a major 
blunder. Retained earnings fluc- 
tuate very rapidly. As a result of 
the moderate decline in earnings 
of corporations this year, which 
leaves the aggregate at the re- 
|spectable rate of around $15,000,- 
, 000,000 annually retained earn- 
ings are now at the rate of only a 
|little more than $6.000,000,000. 
against more than $13,000,000,000 
in 1948. 

On the vresent volume of sav- 
ing, to double the amount of 
funds going into common stock 
representing new money would 
require only a moderate change. 


in} 


fuiids | 


| $2,000,000,000 annually. 
I submit that these figures and 


the present rate of earnings re-' 
$20,000,006 and $125,000,000. | 


tained by American corporations 
will not support an expanding 
economy or even the current rate 
| Of business investment. The rate 


tity in the economic outlook, 
more specifically in maintaining 
employment, let alone the ab- 
sorption of the 700,000 yearly 
accretion to the net labor force. 
Eliminate Unjust Taxation 

I am more convinced than ever 
before—if that is possible—of the 
imperative need of making a start 
toward elimination of the unjust 
double taxation of dividend in- 
come and, also, of revising the 
treatment of capital gains and 
losses. 

Capital gains taxation violates 
a deep-seated feeling on the pari 
of the taxpayer that there is a 
fundamental distinction between 
occasional realized gains and in- 
come derived more or less regu- 
larly from wages, salaries or 
capital assets. As this form of 
taxation has been part of the tax 
structure for almost 30 years, en- 
tire elimination of capital gains 
taxation is too much to expect. 
Proper changes would help to 
reduce the degree to which the 
present tax is an embodiment of 
the spirit in the phrase “heads I 
win, tails you lose.” I cannot 
emphasize too much the restric- 
tive effects of the present taxes 
on capital gains. They are mak- 
ing it almost impossible to obtain 
|a foothold in the economy, except 
for those who are born in unusu- 
‘ally fortunate circumstances 
| Capital gains taxation does not 
|help to establish those who dis- 
play ability and energy. 

Let me add that a moderate 
dividend credit is open to some 
criticism because it is only a token 
in reality, but I am relying on the 
psychological factor that is in- 
volved. I believe enactinent of a 
dividend credit would be regarded 
as a promise of a fairer deal for 
American risk-takers at the earli- 
est moment the Congress is not 
constricted by Treasury needs. It 
is significant that Canada has al- 
ready made a beginning in the 
reduction of double taxation of 
corporate earnings by allowing 
shareholders resident in Canada 
an income tax credit equal to 10% 
of the dividends they receive on 
shares of Canadian corporations, 
at the same time reducing the rate 
of tax on the first $10,000 of cor- 
porate profits te 10%. The 
dividend credit, which applied 
originally only to common shares, 
has been extended to income from 
dividends on holdings of pre- 
ferred stocks. Mr. Douglas Ab- 
bott, Canadian Minister of Fi- 
nance, in an address made last 
week declared that this step, 
coupled with other measures in- 
volving a bold program of tax 
relief, were responsible for the 
fact that Canada is enjoying the 
“only undiminished boom left in 
the world.” We should not lose 
the opportunity to benefit from 
the experience of our neighbor to 
the north, where changes in the 
tax structure in the interest of 
incentive have proved invaluable 
|in expanding employment, thus 
| proving again that a reduction at 
strategic points in the tax system 
'need not necessarily be followed 
| by a loss of revenues. 
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|ness. He was ° . jf L 4 
Bell Teletype—NY 1-1248-49 | Dick bes nese formerly with R. S. | This year new morey common; Mr. Chairman and members of 
| {L. A. Gibbs, Manager Trading Dept.) [| ickson & Co., Lord, Abbett &/ stock issues are unlikely to ex-| the Committee, we are in the 
iCo. and Pioneer Enterprises, Inc.: ceed $1,600,000,000 to $1,200,090,-| midst of a great economic revo- 





Of business investment I am told! 
| by Washington economists almost | 
without exception is the X-quan- | 


will extend industrial progress be- 
yond the dreams of the most 
optimistic, unless it is throttled 
by shortsighted tax policy. The 
financial position of American in- 
dustry on the whole is sound, but 
is in danger of becoming an in- 
verted pyramid with too heavy a 
debt structure if recent financial 
tendencies persist. One alterna- 
tive—a sorry one—would be a 
| sharp cut-back in expenditures on 
plant and equipment with a corre- 
spondingly sharp inerease in the 
number of unemployed. The al- 
ternative I propose is the use of 
strategic revisions in Federal 
taxes that could be made now, 
with slight or no loss of revenue, 
to spark the economy and set off 
a new period of sound; solid ex- 
pansion. 





Constance E. Brouillet 


With Daniel F. Rice & Co. 


(Special to Tue FINANCIAL CHR@NICLE) 


MIAMI, FLA.—Constance_ E. 
Brouillet has become associated 























C. E. Brouillet 


with Daniel F. Rice and Co., In- 
graham Building. Miss Brouillet 
was formerly with Curlette & Co. 
and Atwill & Co. 





Securities Corp. of lowa 


CEDAR RAPIDS, lIOWA—Se- 
curities Corporation of Iowa has 
been formed with offices in the 
Merchants National Bank Build- 
ing to engage in an investment 
business. Principals are Clyde R. 
Sanborn and William P. Whipple. 
Associated with the firm is Rus- 
sell F. Knapp, formerly with 
Knapp & Johnson. 





COMING 
EVENTS 


In Investment Field 








Dec. 2, 1949 (New York City) 

Security Traders Association of 
New York Annual Election Meet- 
ing. 


Dec. 4-9, 1949 (Hollywood, Fia.) 

Investment Bankers Association 
Annual Convention at the Holly- 
wood Beach Hotel. 


Dec. 6, 1949 (Detroit, Mich.) 

Securities Traders Association of 
Detroit and Michigan annual fall 
party at Prince Edward Hotel, 
Windsor, Ontario. 


Dec. 9, 1949 (New York City) 
New York Security Dealers As- 

sociation 24th Annual Dinner at 

the Hotel Pierre Grand Ballroom. 


Dee. 14, 1949 (New York City) 

Annual Meeting and Election of 
the Investment Association of 
New York. 


June 5-8, 1950 (Canada) 

Investment Dealers Association 
of Canada 34th Annual Meeting at 
| the Seigniory Club, Montebello, 
| Quebec. 


| Sept. 26-30, 1950 (Virginia Beach, 
, Was) 

Annual Convention of the Na- 
tional Security Traders Associa- 
‘tion at the Cavalier Hotel. 






































Volume 170 Number 4860 THE COMMERCIAL & FINANCIAL CHRONICLE (2197) 3% 
: | . » o | existing during that year. There 
| Te | Knife-in-the-Back Taxation =v: sc: scsvons when sie tas 
i} | committees of Congress have in- 
| al roa ecurittes By THOMAS I. PARKINSON* Serted in tax Jegislation while it 
i} President, The Equitable Life Assurance Society of the U. S. _was being debated in Congress 
| ere provisions that a tax levied would 
= | Mr. Parkinson attacks proposal to levy a retroactive income tax | go back to the time when the bill — 
rt . . . levying the tax was first intro- 
Susstiteres - Panitve | On insurance companies covering years 1947, 1948 and 1949. Says | ev yins. 
Sc pep IEA =. bm ‘tsel¢, levy would be a direct tax on property and therefore is unconstitu- | duced into the Congress. There : 
outheri Pacific stock has been giving a good account of itse tenal j cael h basis of lati have been other occasions, many 
>ecently. Presumably this reflects.increasing investor confidence in| 0mal, unless apportioned among the stai¢s on basis of population. 


the fundamental operating and earnings status of the properties. | 
This resurgence of optimism toward one of industry’s largest units 
certainly appears fully justified on the basis of earnings reports 
since the mic-year. 
operating improvement stems largely from the new program of 
aieselization. Prior to this year the road had continued to cling to| 
its steam power. aa 

Following the war. many railroad analysts had begun to feel 
some concern as to the road’s future because of its apparent inability 
to get operating costs under control. In the first postwar year, 1946, 
the company would not even have covered bare operating expenses 
had it not been for the large Federal income tax credit. There was 
some improvement in 1947 but last year, contrary to the generat} 
experience, the transportation ratio again rose. At 41.0% it was| 
appreciably above the industry average of 39.5%. To a considerable 
degree it was felt that this showing could be attributed to unduly) 
high fuel costs. It the condition could not be corrected, it boded ill | 
for earnings under more nearly normal general business conditions. | 

In the current year the company got off to a particularly poor | 
start. This was, of course, attributable to the unusually severe| 
weather conditions prevailing throughout most of the Western | 
section of the country. Many lines were tied up almost completely | 
for weeks at a time. The transportation ratio for this first quarter | 
soared another 3.6% in the face of a modest reduction for the) 
industry as a whole. April and May witnessed some modest relative | 
improvement but it was not until June that any real decline in this | 
important ratio was noted. Since then, and through October, the) 
road’s performance has been uniformly gratifying. | 

The Octwher report, released last week, was particularly impres- | 
sive. For the month the road reported a drop ot $5,734,767 in gross 
revenue, to $46,982,219. This ertire drop in gross was offset by the} 
cut in operating costs. Part of the expense cut was due to lower 
aecruals for maintenance of equipment bui by far the major factor | 
was the lower transportation costs. Transportation expenses were | 
reduced by $4,422,238 and the ratio was down from 39.7% in Octoper, 
1948 to 36.8% this vear. Taxes were somewhat lower than a year 
earlier and there was a modest reduction in the net debit for hire 
ef eauipment 





With a drop of more than 10% in gross revenues during the | 
month the company was able to realize a modest increase of $465,567 | 
in net operating income. Net operating income of $4,539,823 was) 


higher than in any of the preceding five years with the exception of | 


#945. It was only $207.557 below the 1945 month. The recent 


smprovement in operating results has naturally not been of sufficient} 


scone to offset the particularly poor first quarter. Nevertheless, for| mend to the Ways and Means) 
the full 10 months share earnings are indicated at close to $7.00 a| Committee in January a change in 
share. For the year 1949 it is possible that results may be around/the Federal income tax law as 
$9.00. Obviously this aifords adeduate protection for the $5.00 


dividend which affords a return of better than 11%. 

In the near-term future it is likely that highly favorable year- 
to-vear earnings comparisons may further stimulate the renewed 
confidence toward this road. It is reasonable to expect that early 
1950 months will not see a repetition of the unprecedented storms | 
and the low temperatures of last year. Augmented. by the indi-| 
cated improvement in basic efficiency, then, the road should be| 
doing far better at least in the first quarter of 1950 than it did.a yea 
earlier. From a long-term standpoint, the growth characteristics of 
the territory are highly favorable. 


Counsels of Perfection 


“Democracy will work for the free peoples of the 
world when their economy becomes one competi- 
tive economy instead of being divided as it now is 
into as many separate and distinct economies as 
there are nations. The political 
union of the free peoples of the 
world, similar to the Federal 
Union formed by our thirteen 
colonies in 1787, is necessary to 
accomplish these ends. 

“This union would embrace 
such an overwhelming propor- 
tion of the world’s political, 
military, material and spiritual 
resources and would be so pros- 
perous that no nation or group 
of nations would dare attack 
it.’"—Will L. Clayton, formerly 
Under-Secretary of State. 

Extreme nationalism in economics has for long 
centuries been a plague which mankind insists 
upon inflicting upon itself. Causes doubtless have 
their origin in other facets of human nature. In 
any event. however, there seems to be little likeli- 
hood of radical departures from the past in these 
matters. 





William L. Clayton 


It may be questioned whether any particularly 
good end can be served by such counsels of perfec- 
tien as Mr. Clayten (and some others) are fond of 

placing before the world. | 





iment 


' released 


| of them, when the tax levied went 


Continued spending by our Federal Government forces the| back to the beginning of the year 


Treasury to seek new and larger taxes. That is the problem of most | in 


! ) , modern governments because most modern governments are on a} 
It is believed in many quarters that this recent| spending spree. In this search for additional tax rev 


officials are® 


intended to 
preserve rea- 
sonableness in 
taxation. One 
of these rules 
which has be- 
come a tradi- 
tion 
Congressional 
taxlawsis 
that retroac- 
tive taxes are 
always unrea- 
sonable and 
sometimes in- 


T. 


I. Parkinson 


valid. 

When we speak of reasonable- 
ness of taxes, we do not forget 
that Chief Justice Marshall once 
said, “The power to tax is the 
power to destroy.” 
however, not to justify destruc- 
tion of property through taxation, 
but rather as a warning against 
unreasonable and oppressive tax- 
ation. 

It should also not be forgotten 
that the Supreme Court has many 
times condemned statutes imposin z 
taxes that were “arbitrarily retro- 
active” as being in clear violation 
oi due process of law. 

At the moment, a Subcommit- 
tee of the Ways and Means Com- 
mittee of our House of Repre- 
sentatives, after a brief hearing. 
has announced that 


applied to life insurance which 
will levy upon the life companies 
taxes for the years 1947, 1948 and 
1949 which were not provided by 
the tax laws in force during those 


years. That is retroactive taxa- 
tion. 
The books of the life compa- 


|nies for all three years will have 


been closed by the time Congress 
gets around to the enactment of 
the proposed new law. 
will have been determined and, in 
most instances, paid out. 
serves and other factors of a life 


company’s accounts will have been | 


determined and set up, and sur- 
plus will have been set aside. 

That which was “income”, 
1947 and 1948 especially, will have 
become “property”; and when in- 


/come becomes property taxes can 
not, under our Constitutional pro- | 


visions, be levied on that prop- 


erty unless they are apportioned | 


among the states in accordance 
with population. That is the di- 
rect prohibition of our Constitu- 
tion relieved only by the 
teenth Amendment which permits 
income taxes to be levied without 
apportionment. But the Amend- 
refers only to “income 
taxes” 
when income passes into the gen- 
eral property of the taxpayer, it 
is no longer income: and it can 
not be taxed except by apportion- 


ment. At least this is what we 
had come to believe was 
meaning and effect of our Consti- 
tutional provisions relating to tax- 
ation. 

Now. hard-pressed for revenues, 


'the Treasury has.sought ways and 
means of adding to the taxes paid | 
, by life insurance companies. 
‘true that for the past few years | 
applicable | 
'to the life companies did not re- 


the income tax laws 


*Statement by Mr. Parkinson 
by Continental 


Syndicate, Bright Waters, N. Y. 


in our) 


He said that, | 


Indeed, the 1918 Revenue Law 
enues, 





in drafting 


which the tax law was enacted. ° 


our fiscal| Which was not enacted until Feb- ° 
—_—..—.|ruary of 1919 provided that its - 
apt to forget;turn much tax to the Treasury,| tax provisions should cover all ° 
long - estab- | but that was because the monetary | income from Jan. 1, 1918. This» 
lished rules) policies of the Treasury had so| Writer participated 


|decreased interest rates that the | that tax bill and remembers very — 
| life insurance companies simply | distinctly that what seemed to be * 


did not have taxable ‘ 
| What income they had was needed | time on the ground that taxpayers 


income. | retroactive was justified at the - 


'to accumulate the reserves which | did not make their returns and ’ 


their policies réquire them to ac-| Pay their taxes for 1918 until 
/cumulate annually in order to| March 15, 1919. Therefore, the 


| 


policyholders. To suggest that be- | ruary simply replaced, for report- 


meet théir obligations to their | tax enacted in the middle of Feb- ° 


|cause the existing laws did not|ing and fixing income taxes for ° 
|ebtain sufficient taxes from the | 1918, the law which had been pre- : 


‘life companies during the past! Viously in force. 


be changed, not only for the future | dates and require a reopening of 
but for the last three years, is | 
|simply adding insult to injury— | 
| insult and injury not to the com- | 
| panies but to their policyholders. 
The Treasury, by its own poli- 
| cies, indirectly taxed the life com- 
panies by keepimg interest rates 
'so that the companies had no!billion dollars and the amount 
taxable income; and because they | which the retroactive tax gath- 
had no taxabie income, the Treas-| |. . : 

|ury now proposes to tax them on| erers of the Sub-committee pro- 


payable. 
Admittedly, the continued 
spending by our Federal Gov- 


|problem difficult, but the total 
budget of spending exceeds forty 


|a different basis not merely for 


the future but for the past as well. 
That is retroactive taxation. It 


pose to impose on the life com- 
| panies for the years 1947 and 1948 
totals something less than thirty 


it will recom- | 


Dividends | 


The re- | 


in | 


Thir- | 


and, as we have just said, | 


the |} 


It is | 


PYe€ss | 


is certainly unreasonable, with- 
out precedent, and probably in- 
valid. 

It is significant, as the late 
Chief Justice Stone once said, that, 
“in the entire one hundred and 
forty years of its history, the only 


million dollars. In order to get 
its hands on that amount, the 
Treasury asks the people of the 
United States to surrender their 
protection from retroactive tex- 





'taxes held condemned by the | ation. 

Fifth Amendment were those | wo 
deemed to be arbitrarily retro- ig i D Cec 
active.” manue 7 eetjen ® 
| There is still time for the Sub- Ad H 5 }H et Ri i 
‘committee to change its an- mits CinZ Fi. e 


nounced intention to recommend | 
|such a tax; and, of course, there | 
is still time for the Ways and 
Means Committee, or for the full | 
House, or for the Senate, to dis- 
approve of this unprecedented re- 
'troactive taxation. 

What is proposed is unprece- 
dented, and ought to be a shock 
‘to all taxpayers. If life insurance 
_can be taxed now on the business , 
|results of 1947, so can the auto- 
mobile companies. Indeed, what 
is to prevent an excess profits tax 
on all corporations for 1947 and 
1948 because that tax was not 
‘levied in those years and the 
Treasury needs the money? 

In the past there has been no 
cecasion where income taxes have 
been increased for any year after 
the time when the taxes for that 
year were payable under the laws 


as a general partner in the firm 
of Emanuel, Deetjen & Co., 120 
Broadway, New York City, mem- 
bers of the 
iNew York 
Stock Ex- 
change, effec- 
tive today, 
Dec. 1, 1949. 
For the past 
12 years Dr. 
Biel has been 
associated 
‘with the firm 
of Laird, Bis- 
sell & Meeds, 
as economist, 
in charge of 
investment 
research. Dur- 
ing World 
War II he 
served in the military intelligence 
branch of the United States Army. 
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Heinz H. Biel 





49,900 Shares 


QUICK-SEAL PRODUCTS, Inc. 


(A DELAWARE CORPORATION) 


Class A Common Stock 
(Per Value $1.00 per Shere) 


Price $6 per Share 


Orders will be executed by 


| J. H. DRASS & CO., Inc. 


| 30 North Fourth $t., Sunbury, Pa. 














It did not go: 
| few years those laws should now | back of return days and payment | 


accounts and increases in the tax ° 


ernment makes the Treasury’s tax ' 


Heinz H. Biel has been admitted ° 
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Canadian Securities 


By WILLIAM J. McKAY 


Recent events demonstrate that U. S. interest in Canada’s enor- 
mous wealth of undeveloped natural resources 1s at an unparalleled 
high level. Dwindling domestic reserves of essential industrial re- 
quirements have spurred the quest in recent years for alternative 






































foreign sources of supply. No~#— ~- 
other country is as well situated , firm, the Iron Ore Company cf 
to fill the breach as the neighbor Canada, will be formed as the. 


to the North. Canada is not only 
in a position to meet U. S. defi- 
ciencies in reserves of many vital | 
commodities, but is also ideally | 
placed with respect to low cost 
transport. Moreover the exploita- 
tion of such resources provides | 


production. Considerable explor- 
atory work has already been done 
by the Labrador Mining and Ex- 


North Shore Exploration Co., both 
of which are controlled by Holl- 


next step in the direction of actual | 


ploration Co. and the Hollinger | 


The Menace of Investment Curbs 


By 'THOMAS P. O’CONNOR* 
Barrister & Solicitor, Toronto, Ont., Canada 


Former Chief Counsel of Ontario Securities Commission, asserting securities business is most highly reg- 

ulated of any business in our modern economy, describes development of securities regulation in U. S. 

and Canada. Says efforts to raise venture capital in U. S. for Canadian projects are strangled in web 

of restrictive and discriminative legislation by both Federal Government and States and delays and 
expenses are prohibitive. 


My experience with the securities business has been somewhat restricted. It was first 
_as a Civil Servant in an administrative and prosecuting role and more recently in an advi- 
sory and defending capacity. Never has it been in the more lucrative promotional and sell- 
ing tielu. Any oi you wno are con-® - 

cerned 1n tne securities business, , 
eitner as brokeis, dealers, pro- 
moters, or even as directors oi 
company, and t.ave sought public 





the part of many persons and, The information required before 
corporations selling securities. a prospectus will be accepted for 

“Of course, the Federal Govern-| filing is extensive and detailed, 
ment cannot and should not take 





reciprocal benefits as the Domin- 
ion at the present stage of de- 
velopment is dcperdent on foreign | 
capital for full develupment of its 
natural wealth which otherwise 
would lie largely dormant. 

The potentialities of Alberta oil | 
are now iully appreciated. All the | 
major U. S. oil companies ar2 
already embarked on ambitious | 
production programs. Although it 
has been necessary recently to 
dispel over-optimistic opinions to 
the effect that the oil-pools of Al- 
berta are comparable to those of 
Texas, it is nevertheless confi- 
dently predicted that they will 
supply all Canadian dGornestie 
needs by 1960. For the moment, 
however, it is possible that there 
will be a certain lull in activity in 
order to permit the construction 
of storage facilities, pipelines, and 
refineries that are necessary to 
cope with the rush of new produc- 
tion. Furthermore, climatic condi- 
tions, especially in view of the ex- 
tension of exploration to more 
northerly latitudes, will preclude 
winter-time activity om the scale 
that prevailed during the summer 
months. 

Another Canadian resource that 
is now in course of exploitation 
by U. S. commercial interests is 
titanium. In this case actual pro- 
duction is not expected to coim- 
mence until 1951. At that time, 
however, the Quebec Iron and Ti- 
tanium Corporation, which is 67% 
owned by the Kennecott Copper 
end 33% by the New Jersey Zinc 
Company, expect to start opera- 
tions on the estimated 125 million 
tons of ilmenite deposits at their 
preperty in the prcvince of 
Quebec. 

Although ranking high in the 
long list of recent Canadian econ- 
omic developments, the Alberta 
oil and Quebec titanium dis- 
coveries are likely to be surpassed 
as a result of the exploitation of 
the vast Quebec and Labrador 
iron-ore deposits. It has just been 
announced that a new $170 million 








CANADIAN BONDS 


GOVERNMENT 
PROVINCIAL 
MUNICIPAL 
CORPORATION 


CANADIAN STOCKS 


inger Consolidated Gold Mines. 
These Canadian companies will be 
participants in the expanded en- 


| terprise but the bulk of the capital 
of the new 


fron Ore Co., of 
Canada will be furnished by the 
Republic Steel Corporation, Arm- 


co Steel Corporation, National 
| Steel Corporation, Youngstown 
|Sheet and Tube Co., and the 


Hanna Coal and Ore Corporation 
from the United States. As in 
the case of the titanium venture, 
it is not expected that actual ore 


1951. 
Thus in the next few years these 
extremely important Canadian 


ventures will reach their frui- 
tion stage and will play a large 
part in placing Canadian economy 
in better balance. This assurance 
of greater future stability conse- 
quently should permit a bolder 
approach to the solution of the im- 
mediate difficult economic prob- 
lems. There is now ample 
confirmation of the view that the 
northward flow of U. S. invest- 
ment funds will eventually ade- 
quately offset the chronic Cana- 
dian deficit in trade with this 
country. Consequently 
would now be little risk involved 


in lifting all the restrictions that | 


currently impede the entirely free 
movement of capital funds and 
trade across the northern border. 
In the event of the establishment 
of a single rate of exchange tor 
the Canadian dollar 
decline of the exchange resulting 
from commercial operations would 
be ultimately precluded by an ac- 
centuated demand for investment 
purposes. 


slight activity in Alberta bonds, 
the external section of the market 
remained at a virtual standstill. In 
the internal section there was an 


almost complete absence of “wh 
in 


ness but prices were sheded 
sympathy with the continued 
weakness of free funds. In the 
absence of investor interest at the 
current level the market for in- 


ternal bonds appears highly vul- | 


nerable and liquidation on any 
important scale could produce a 
severe decline. The corporate- 
arbitrage rate on the other hand 
strengthened to 14% from its re- 
cent low level of 154.2%. Stocks 
continued to slide from the peak 
levels attained during the past 
month led by the golds and base- 
metal groups but the Western oils 
showed a tendency to resist the 
general downward trend. 


Minneapolis Assoc. Add 


(Special to Tue FINaNciaL CHRONICLE) 





A. E. AMES & CO. 


INCORPORATED 


TWO WALL STREET 
NEW YORK 5, N. Y. 


WORTH 4-2400 NY 1-1045 




















MINNEAPOLIS, MIN N.— 
‘Minneapolis Associates, In c., 
Rand Tower, have added to their 
| Staff Iver Amundsen, Jr., Morris 
|F. Bailey, Charles H. Davidson, 
George A. Flynn, George E. 
| Gjertsen, Paul J. Hodgdon, and 
|Albert M. Sheldon. 


_ Joins King Merritt & Co. 
(Special to THe FinanciaL CHRONICLE) 

| ST. LOUIS, MO. — George S. 
| Bangert, Jr. is with King Merritt 
& Co., Inc., 408 Olive Street. He 
| was previously with Waddell & 
Reed. 








assisvance lui financing an enter- 
prise, wili realize what it is 
unaoubteaiy tne most highly 
reguiaied of any business in 
our moaern econumy. ‘the sever- | 
est critics Of Our numerous 
regulatory bodies, who in most 
cases are the unscrupulous pro- 


any action which might be con- 
strued aS approving Or guaran-'| 
teeing that newly issued securities | 
are sound in the sense that their | 
value will be maintained or that 
the properties which they repre- 
sent will earn profit. 

“There is, however, an obliga-| 


but if a potential purchaser would 
sit down, read and study the 
prospectus, there is no reason why 
he should afterwards be heard to 
complain that he did not realize 
what he was buying. 

However, in spite of the string- 
ent requirements before a secur- 
ity may be sold in this province, 


extraction will commence before | 


there| 


any undue} 


During the week, apart from) 


_moters, contend that the present) tion upon us to insist that every|We are still a long way from 
| numerous regutations restrict free jccue of new securities to be sold| having completely eliminated 
enterprise as should be allowed 1n | jn jnterstate commerce shall be| {fraud and unfair practices. Our 


a true democracy. My answer to 
such people is that the restrictive 
legislation as we now have it was 
self-inflicted. The Securities and 
|Exchange Act of the United 
States, which was enacted in 1933 | 
|as a Federal statute regulating the | 
sale of securities and the opera- | 
ition of stock exchanges, and the 
| Securities and Exchange Commis- 
| sion, the body administering the’ 
| Act, came into being as a result of 
|a national protest against the fi- | 
|nancial misbehavior during the 
1920s which behavior culminated 
| in the 1929 crash. 

| The most recent legislation in our 
|}own province, with which I shall 
deal more fuily later, resulted 
| from the speculative orgy and the 
resultant trauds which followed 
our “drill hole’ market in the 
early 1940s. 

But if we look back into history 
| we find that fraudulent stock pro- 
| motion is not a modern invention. 
; You will all remember from your 


accompanied by full publicity and | Commission has been given very 
information, and that no essen-| broad powers of investigation and 
tially important element attend-| these powers are being fully exer- 
ing the issue shall be concealed | C!sed daily. When the three-man 
from the buying public. | Commission was set up in 1946, it 
“This proposal adds to the an-| @* charged with the duty of 
cient rule of caveat emptor, the | reviewing all registrations then in 
further doctrine ‘let the 'effect. As a result, the licenses 
of many brokers and salesmen 


: seller | 

|} also beware.’ It puts the burden | : - 

of telling the whole truth on the| Were revoked on the basis that it 

seller. It should give impetus to! “%5:,'” the opinion of the Com- 

honest dealing in securities and/| pen 1 — ater’ interest to 

there ek prt A ae ic confi- | COnUnue the registrations, 

roe oad ring back public confi The investigation procedure laid 
preg ’ , : down in our Act provides for the 

' ane ; ti “4 of Bes - gaan | appointment of a Commission em- 
jn oll * verhatened the pu alle | ployee, usually a solicitor, by the 

pe Po esc aor cian interfer-| Attorney General, to conduct the 


. an ‘ _ | investigation. The erson ap- 
_ The first securities legislation | Ken ae is given all the powers - 
in Ontario was introduced in 1928/4 Supreme Court Judge to compel 
and the first Ontario Securities | the attendance of witnesses. ad- 
Commissioner was Colonel George | minister oaths, seize documents 
'Drew, It was during his regime|pooks and records. etc. Wit- 
that the famous trials of the| nesses and persons being investi- 
bucket shop operators were con-| gateq are allowed to be repre- 


ducted. | sented by counsel. The evidence 


|history in primary schools the A completely new statute was/is given in the presence of a court 
|“South Sea Bubble.” The South! passed in 1945 during the Chair- | reported and is transcribed. If, as 
|Sea Company was granted aj;/manship of the Hon, C. P. Mc-j|a result of the investigation, a 
charter in 1711. Recklessness,| Tague, and a further new Act was! prosecution follows, the evidence 


‘fraud and deception permeated 
|the management. Financially and | 
| politically, men of leading reputa- 
| tion became involved. There was 
/unserupulous maniputation by in-| superior to the American State 
| siders and outsiders who were not | blue sky laws, is like the United 
adverse to sharing in ill-founded! States Federal statute, primarily | 
profits. Such activity in the! what is called a full disclosure 
| South Sea Company resulted in a| statute. The basic philosophy be- 
frenzy of promotion of speculative! hind our legislation is, to para- 
| companies of all kinds and manip-| phrase Mr. Roosevelt’s remarks, is | 
| ulation of markets and generally simply this—before selling a. 
| speaking a defrauded and penni-| security to John Public give him 
less public until finally there was| all the material information re-| 


passed in 1947, under which we 
now operate. The present On- 
tario Act, which I consider the 
most advanced in Canada and far 


| which the accused has been com- 
pelled to give during the investi- 
gation is not used as a part of the 
Crown’s case at the trial. It may, 
however, be used upon cross- 
examination of the accused at his 
trial. 

You will realize that this pro- 
cedure is a great departure from 
that normally used in _ police 
investigations. As you know, a 
person suspected of a crime is 
under no obligation to give any 
information to the police either 








/enacted the first “blue sky law,” | garding the security, then if he|before or after he is charged, 
| the Bubble Act passed on the 11th) gets stung he has only himself to| whereas during a Commission 
| day of June, 1720. blame. | investigation a suspect may be 

In the United States the mod- Our Act provides for a three- | subpoenaed, placed under oath 





ern blue sky laws date back to|man Commission; the present| and, in effect, compelled to say 


|1911 with the State of Kansas,| Chairman is O. E. Lennox. K.C.,| whether or not be is guilty. At 
followed by every State in the! former Master of the Supreme| first blush one might think that 
Union in some form or another! Court of Ontario: one Commis- | great unfairness or hardship is 
with the exception of Nevada. In| sioner is Dr. H. C. Rickaby, Dep-| being worked upon the suspect, 
the United States it was found] uty Minister of Mines, and the| but in practice the result has been 
that the various State laws did| other, A. S. Marriott, K.C.. Pres-| the opposite. 


| not protect the public in one State | ent Master of the Supreme Court. 
from the promoter in another in| 


| _— . a es |The Chairman’s position is a full-| 
| the facing of _ extradition and|time one. His staff includes a|ers, the Commission has been able 
| other related problems. The re-| jegal staff of four, an investiga-| to persuade itself that the suspect 
sult was a Federal Securities Act} tion department of six, an audit|is innocent and he is not put to 


In a great number of investi- 
gations, because of its wide pow- 





. 99 alt « > ° . ; 

) in 4933 following the Senate | department of six and the regis-| the expense and notoriety of a 
Banking and Currency Commit- _ tration branch. trial to prove his innocence. Dur- 
| tee investigations under Ferdi- 


No securities may be sold in| ing my term of chief counsel for 
Ontario except by a licensed| the Commission I would say that 
salesman, broker, broker-dealer|in only one of every six investi- 
or investment dealer. No securi-| gations did a prosecution result 
ties may be sold until complete| and of the 123 prosecutions con- 
information, as required by the! ducted 108 resulted in convictions. 
Securities Act, is filed with the| This is a very high average and 1s 
Commission in the form of a pros- | net mentioned as being indicative 
pectus. No payment for the pur-| Of the zeal with which we prose- 
chase of a security may be ac-| cuted, but rather of the care with 
cepted until a prospectus has been which we reached the decision to 
delivered to the prospective pur- | prosecute. 
chaser, There are some excep-| Of these prosecutions the 
tions to the last statement insofar | charges included trading without 
as securities listed on the Stock) registration, acting as an invest- 
Exchange and securities not being| ment counsel with registration, 
distributed in the course of pri-| failure to deliver a prospectus, 
mary distribution are concerned. | (Continued on page 33) 


|nand Pecora which were brought 
about by the violence of the 1929 | 
market crash. 

| This most important, and much 
criticized piece cf legislation, was 
accompanied by a message to 
Congress by the late President 
Roosevelt as follows: 

“In spite of many State statutes 
the public in the past has sus- 
tained severe losses through prac- | 
tices neither ethical nor honest on | 


| *An address by Mr. O'Connor | 
before the International Alumni 
Association, Toronto, Canada 
‘Nov. 19, 1949. 
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Securities Salesman’s Corner 


By JOHN DUTTON 
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One Example of Attracting New Business 


A very effective and successful campaign is now being used by 
a New York City dealer. It is kased upon the opportunities for 
effectirg tax savings threugh the proper handling of sales and pur- 
chases of securities in order to establish losses for tax purposes. 
A letter offering a booklet which explains the possibilities of making 
reductions in taxes is sent to a qualified group of prospects which 
have been taken from stockholder lists. A return card is enclosed 
and the letter. we have been told, averages about 10% replies. 

The firm’s salesmen then deliver the booklet in person, and 
make a call which has as its primary purpose the offering of the 
firm’s services and help in determining whether or not the prospect 
can be assisted in regerd to his taxes and his securities. The proper 
handling of purchases and sales, long and short-term gains and 
losses, etc., are explained by the salesman. As a result it has often 
been possible to open up a discussion which leads to an analysis of 
the prospect's entire list. Or sometimes, the prospect is stimulated 
to ask for acivice regarding what he should do concerning his hold- 
ings. As this dealer said. “There is no form of real property that 
you can buy or sell today, where the ultimate effect of the capital 
gains tax can be disregarded, and this certainly applies to securities.” 

It is this time of year, with taxes looming up ahead, that 
causes practically everyone to be receptive to suggestions which may 
reduce their tax bill. There are people everywhere who just do 
not know the simple basic facts concerning the capital gain and loss 
provisions of the tax laws. Once the possibilities are presented to 
them for reducing taxes. the door is opened for establishing a rela- 
tionship that hardly could be secured in any other way. 

In one such instance, the prospect was so impressed by the 
clear way the subject was handled when the salesman called, that 


he stated he had so'ld a house during the year and was going to 
have to pay some heavv taxes on the profit. But he did have 
some securities and he suggested that there might be some way 


those taxes could be reduced. The list was brought in and analyzed 
and through the sale of certain items and the reinvestment in others 
(that 2ppeared more promising) losses were established that prac- 
ticaily eliminated the payment of taxes on the sale of the house. 
This list totalled about thirty items and it is very likely that it 
could not have been obtained in any other way, nor could business 
have beer done until a long time had elapsed, where in this case a 
client was obtained on the first call. 


Wher vou offer information that can save money for people. 
and you state specifically in your letter that the information is 
free, it is more likely to bring a good response than almost any 
other appeal that you can make. After vou have made your call 
you can always go back because whether or not vou have obtained 
a list, or made sale, vou have performed a service. Once you 
have saved money for a client it is also possible that he will tell 
others and send vou to see them. The large investor can employ 
counse! and he has his tax experts to assist him. But think of 
the people in vour community who do not have these facilities— 
they need competent advice too. This New York dealer says that 


this tax letter is the basis for the growth of his business. which has 


been substantial, during periods when other firms have not been 
so fortunate. He says “I sell a complete investment and financial 


service, and helping people with their taxes is part of it.” 
I saw this on the desk of a successful life insurance salesman the 


other day—"“THF B&E THAT DOESN'T STAY AROUND THE HIVE 
BRINGS IN THE MOST HCNEY.” 


U. _ |Lamborn & Go. Forecast 


U.S.Labor Bureau 
Reports Less Idle § Ample Sugar Supply 
| Study prepared by firm reveals 


Estimates 85 out of 100 major 
that areas serving United States 


By EDWIN G. NOURSE* 


Economic Advisers as a polyclinic for diagnosis of our economic ills 
preventive measures. Assigns as government economic roles: 


dermines our 
into new and 


Economic Therapy Under Employment Act 


Former Chairman, Council of Economic Advisers 
Asserting no panacea for economic health is forthcoming, Dr. Nourse describes President’s Council of 


and prescription of remedial or 


(1) fixing monetary policy and fiscal 

policy; (2) facilitating free flow of goods and services; and (3) promotion of general economic health. 

Denies he is unalterably opposed to government def.cits, but says danger of increasing large government 
debt should not be ignored. Scores pressure groups as instigating heavy government outlays. 


Economic health is the stated objective of the Employment Act. It is not an act which 
guarantees jobs or provides for handouts. It is not an act which supersedes or subtly un- 
traditional system of free enterprise or which expands the role of government 





a> 
doubtful ter- | | would have superseded both phy- 
ritories. It de- | 'sician and surgeon. About the 
clares a na- | ‘same time, orthopedic extremists 
tional policy /made skeletal adjustments a fe- 
under’ which | tish, and, with muscular manipu- 


government 


jlation and the physical re- 
would _ assist 


llief of congestion in circu- 


free competi- ‘lation, would have abolished 
tive enter- |chemical therapy and the use of 
prise in the ithe newer “biologicals.” Today 


great task of 
providing 
“conditions 
under which 
there will be 
afforded use- 
fulemploy- 
ment oppor- 
tunities, 


there is growing mutual respect 
and co-operation among all the 
specialists in so far as they are 
truly scientific in their several ap- 
proaches to the complicated prob- 
‘lem of human health. The patient 
'does not have to be so sophisti- 
‘cated as to make a choice between 
self-employ- | goctor, surgeon, osteopath, or psy- 
chiatrist, but, to an increasing de- 
/gree, will be guided by the one 
promote maximum employment,|to whom he first turns for medi- 
production, and purchasing |¢al aid or to whichever of the 
power.” I have always regarded | others have most to contribute— 
“maximum production” as the key | singly or in combination. 
words in this trilogy because if we wit 
attain maximum production we|A Polyclinic for Economic Health 
shall have created maximum em-| Certainly the body politic is 
ployment and, necessarily, em-/|not less complicated in its struc- 
ployment under conditions of high|ture and functioning than is the 
efficiency—ample equipment and| human body. In seeking to pro- 
skilled management. Likewise, if | mote its health, some approaches 
we really maintain high produc-| are almost as mechanical as those 
tion, it not merely permits but in| of surgery or physical adjustment. 
fact necessitates keeping con-|Others are as mental or spiritual 
sumption Or purchasing power at|as those of psychiatry. To solve 
a corresponding high level. ‘our problem of economic health 
All this is simply a reaffirma-|or even get reasonable freedom 
tion of the basic tenets of eco- | from illness, we cannot safely rely 
nomic theory as enunciated by|on any one of these approaches 
Adam Smith in 1775 and as es-/|or suppose that now or ever a 
poused by economic thinkers, pro- | panacea will be forthcoming. The 
fessional and lay, since that time. | Senate bill which was the ante- 
There have been lapses and|cedent of the Employment Act 
strange aberrations of course, but |'was in my judgment defective in 
there have also been refinements, | placing too great faith in a single 
enrichment, and practical adapta-| remedy, somewhat mechanical in 
tion to the changed and more|character. While many people 
complex conditions of modern in-|have said that the Employment 
dustrial life. But the basic theme| Act we now have is a watered 
is still the same—a purpose of|down or emasculated version of 
maximizing the wealth of nations| that bill, it seems to me it is an 
and a search for demonstrable | act which expresses the same high 
methods by which to improve the| spirit and courageous intention 
material lot of mankind. High) put presents a much richer, more 
production and distribution of the| flexible, and more practical ap- 
product in accordance with the! proach. The Council of Economic 











Edwin G. Nourse 
including 
ment, for those able, willing, and 
seeking to work.” Its goal is “to 





areas showed decline in un- 
employed between July and will produce more than 10 million 
tons in 1950. Consumption in 


September this year. 

The current classifications of 100 | 1949 estimated at 7.5 million tons 
major labor market areas accord- | Sugar supplies for the United 
ing to relative labor supply re-| States for next year will be ample, 
flected marked improvement in| according to a study 
labor market conditions between | pleted by Lamborn & Company, 
July and September, says a report Inc, 99 Wall Street, New York 5, 
issued by U. S. Department of! sugar brokers. 

Labor. Unemployment receded The United States receives the 
during this period in 85 areas. 
Although 41 reported reductions 
of at least 10%, revised classifica- 
tions resulted for only 12. Em- 
ployment picked up considerably, 
both in seasonal and non-seasonal 


from continental beet and cane 
producers, Hawaii, Puerto Rico, 
Philippines and Cuba. These areas 
will produce over 10,000,000 tons 
in the new year. The distribution 


activities, as two-thirds of the! of sugar in the United States for 
areas reported over-all gains. In the 12 months’ period ending Oct. 
addition, many temporary work- | 31 of this year was 7,648,000 tons. 
ers and voung job seekers witn- anes United States Secretary of 

<r , Agriculture during Decembe ; 
drew from the labor force to re- nber must 


announce his estimate of the con- 
sumption requirements of the 
United States for 1950 and at the 


turn to school. 
By September, the distribution 


of the maior areas by classifica- | £4#™e time establish the quota for 
ti che ‘ol sem) led the pat that year. His original estimate in 
SEE ae December of 1948 for the 1949 re- 
tern shown in May, indicating| quirements was 7.250.000 tons. 


This has since been increased to 


7,500,000 tons. 


that July was the month of heavi- 





est labor surpluses thus far in 
1949. In July, more than half of a ere As oe 
the areas (54) had substantial la- | Dempsey-Tegeler Adds 
bor surpluses whereat, in Sep- LOS ANGELES, CALIF. — 


Jeanne J. Nichols has joined the 
staff of Dempsey-Tegeler & Co., 
210 West Seventh Street. 


tember. less than half of the areas 
were in this group. 


just com-| 


major portion of its sugar supplies | 


productive contribution of each} Advisers is set up as a sort of 
participant would bring about a|polyclinic in which all the skills 
state of maximum economic|of professional economists and 
health — a goal to which every | statisticians and of ripely expe- 
conscientious economist is devoted | rienced business, labor, and agri- 
as truly as every conscientious | cultural leaders can be brought to 
physician is devoted to the pur-/the diagnosis of our economic ills 
pose set forth in his Hippocratic} and the prescription of remedial 
oath. or preventive measures. 

The problem of health is com- Now. let us consider how com- 
|plex and the pathways of science | ),jementary or alternative lines of 
branch in many directions. Hence. | therapy may be brought into use 
the quest for health has followed | ,,,qer’ the Employment Act. In 


many lines, Therapy is defined ony skillful attempt to carry out 
quite simply as the treatment Of|the broad and challenging pur- 
diseases, but the dictionary then poses of this act, analysis and 


lists—with no claim of complete- 
ness—twenty-six special kinds of 
therapy, from actinotherapy to 
thermotherapy. 

When I was a child the first im- 
pression I got about medicine was 
that there was some great con- 
troversy between the allopaths 
and the homeopaths. Then the 
surgeon took the limelight and he 
was to be the miracle worker who 


recommendations must center first 
on a role of government which is 
of basic importance and which is 
the undisputed province of zgov- 
ernment, namely monetary policy 
and action. But the soundest mon- 
etary policy alone would not as- 
sure economic stability. Nor can 
anyone with his eyes open at the 
middle of the 20th century sup- 
pose that the control of our mone- 


put the old bovs with their pills| tary system should be the limit 
and plasters far in the back-|of government's responsibilities. 
ground, Then mental or even! At the same time, any tinkering | 


mystically spiritual factors in 
| health came to the front, and faith 
'healers of the more ardent type 


celicate domestic and inter- 
national adjustment would be one 
of the surest roads to demoraliza- 
tion disaster. For- 
tunately, no such tinkering is, to 
the best of my knowledge and 


| *An address by Dr. Nourse at 
the 56th Annual Meeting, Ohio 
_Chamber of Commerce, Columbus, 
1O., Nov, 2, 1949. 


and possible 











with the dollar at this moment of | 


belief, now being contemplated. 
Second, fiscal policy is an area 
in which government, by its very 
nature, must be an active partici- 
pant and in which the inescapable 
complications of a second stu- 
pendous war have involved us 
most deeply. Government fiscal 
action, prudent or careless, 
sophisticated or naive, will in the 
next few years go far toward 
determining whether we shall 
have a healthy or an ailing body 
politic. 

The third broad area of govern-~- 
ment therapy has to do with our 
institutional arrangements, pri- 
marily those of the market in its 
broadest sense the market in 
which goods and property and 
services are sold. Here we must 
rely on government to establish 
conditions which will facilitate 
the healthy flow of the life-giving 
income streams, avoid pressure 
on sensitive nerves, and furnish 
healthy stimulus at vital spots, 
What we do about our labor rela- 
tions legislation and our agricul- 
tural adjustment legislation right 
now is of the utmost importance. 
The doctcrs are gathered in con- 
suitation around the bedside of 
the labor paticnt and the farmer 
patient, both of whom are reliably 
reported io be in a critical condi- 
tion. It will be tragic, and I think 
inexcusable, if we fail to use 
methods of science instead of any- 
bedy’s patent medicine at this 
serious juncture. If I may be 
cogmatic as to my own approach 
to this wage problem, I would say 
that perfecting both the ma- 
chinery and the practice of collec- 
tive bargaining — bargaining in 
good faith on the objective facts 
that are readily available — offers 
the surest way of preventing most 
labor-management ills and of 
curing that remainder that will 
inevitably arise. 

Finally, every well-trained and 
fully experienced physician knows 
the limitations of both radical 
surgery and the use of specific 
crugs. He will lean on stimulants 
and sedatives with discretion and 
welconie the ancillary services of 
psychological treatment. But in 
the last analysis he knows that the 
curative power of nature is his 
greatest ally. He will try to make 
the most favorable conditions 
under which the normal processes 
of nature may teassert themselves, 

Similarly, wise practioners of 
economic therapy will not debo- 
nairly embark on drastic carving 
of the body of industry or sup- 
pose that their manipulations can 
supersede the delicately adjusted 
reflexes of a complex economic 
process that is more organic than 
mechanical. They will recognize 
that there are great vital tides in 





the living process of industry, 
trade, and finance which have 
tremendous powers of recovery 


from ills and of normal vigorous 
growth. This is not to preach 
laissez faire or the abolition of 
well-considered economic therapy. 
But it is a warning against the 
economic hypochondriac who is 
eternally yelling for help for 
every personal ill or the economic 
cqunterpart of the surgeon who 
peddles unnecessary operations 
for fat fees. It is a plea for con- 





| scientious, skillful, and feet-on- 
the-ground promotion of eco- 
|nomic health under the mandate 
lof the Employment Act. 
(Continued on page 34) 
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CIO Views on Pensions 


By L. 8 BUCKMASTER* 


General President, United Rubber, Cork, Linoleum & Plastic Workers of America, CIO 


CIO spokesman, asserting organized labor is in favor of basic social security program, upholds de- 

mand for non-contributory pensions in collective bargaining. Says employers have as much responsibil- 

ity in bearing expense as in providing for depreciation and replacement of machines. Holds Federal So- 
cial Security program is woefully inadequate and is but a teaspoonful in a bucket. 


Among primitive nomadic tribes it was frequently the custom to kill off the older peo- 
ple. Sometimes this was accomplished by letting the old drop out by the wayside and die 


from exhaustion. The Hudson Bay Esk 


ers for their 
food or left 
them to perish 
when the 
camp was 
moved. The 
Central Eski- 
mos kill the 
oid because 
they believe 
tnat all who 
by vio- 
leace go to the 
happy land. 


c.e 





Tae Hotten- 
tots used to 
sead old peo- 
nie out into L. S. Buckmaster 
tre desert 


“ aere they were left in a small 

hut prepared for the purpose with 

Little food. 

‘These primitive people saw 

noching cruel or inhuman in kill- 
% off the old, who were no 

lcager able to hunt, fight or do 


fas 


necessary work. Indeed, they con- | 


sidered it humane and the practice 
“as consistent with their reli- 
gous beliefs. 

How to provide for older people 
has long been a_ problem 
civilized man. During the first 
sentury Or so in this country as 
we expanded our frontier, we did 
have to devote much attention 
te the problem of older people 


Tit, 


because every person of every age | 


~as useful and could find im- 
nortant work to do in the family 
o- in the community. But indus- 

alization and its related devel- 
,yments created new social 
economic conditions. Instead of 
making our living and producing 
most of the necessities of life at 


heme, today we buy them from | 


3tMers, using money which we 

hove earned as employees. Our 

erdependence has _ increased, 
E“‘iciency has become a catalyst 
3£ progress. 
cient workers are not wanted in 
icdustry. Neither are they wanted 

cheir children’s homes as doting 
ic-laws.” 

As a nation today, we do little 
mere for our older people than the 
tcipe that sent its elders into tiny 
‘acks in the desert. We are, in 


oe 


2 

aged people to live in poverty 
sei squalor in the awesome lone- 
liness of big cities. 

{< is for this reason that we are 
eo aducting many meetings such as 
"8 one, and I am sure that we 
e all resolved to do something 
+ solve these problems. 

The growing concern of labor 
ue.ons in this matter is not new. 
The very first organizations of 
workers in the United States and 
C-eat Britain were generally mu- 
tual aid associations such as loan. 
ics benefit, or burial societies. 
fany of these societies initially 
just expanded their activities to 


. 
+. 
uw 


ae bol OY 


become labor unions as we now 
think of them. The Philadelphia 
Typographical Society, for  in- 


Stance, was organized in 1802 as a 
benevolent group. but in 1833 it 


geve way to a similar organization 
vhose primary and paramount in- 
tection was the “determination 


and support of adequate wages fo; 
journeymen printers.” In later 
years groups which were original- 
iv organized as labor unions ex- 
panded their activities to include 
we'fare programs. These wel- 


a 


*An address by Mr. Buckmaster 


before 308th Regular Meeting of 


the National Industrial Conference 
Board, Inc., New York City, Nov. 
22, 1949. 


y — - 


| perience 


imos strangled the old who were dependent on oth- 








fare and mutual aid functions of , 


early labor unions gave them a 
stability and common friendliness. 
Some of the early fraternal cus- 


toms still exist in labor unions to- , 


_day, such as the practice of ad- 


| dressing fellow members as 
brothers and sisters. 

As labor unions increased in 

| size, however, they began to ex- 


difficul- 
programs 


administrative 


ties with their benefit 


'which caused an appreciable de- 
icline of interest in them by the 


with | 


and | 


Older and less effi-| 


shocking measure, condemning | 


end of World War I. Between 1900 
anc 1930, however, the number of 
i welfare plans sponsored 
ployers increased substantially. 


| called 
by em-| 


/The railroad companies were the | 


first to set up formal 
old age and disability relief. La- 
bor again turned its attention to 
benefit programs when, in the 
great organizing campaigns of the 
early 30’s, it was found that many 
workers were reluctant to join 
the new unions because their old 
company unions were providing 


and welfare plans which the new 


pared to offer. So, the new unions 
had to promise a continuation of 
‘these benefits tc workers. 

The CIO Convention in 1939 
went on record as urging a mini- 
mum pension of $60.00 a month 
for single persons 60 years old and 
over with a supplementary al- 
lowance to wives so as to make 
the minimum $90.00 a month for 
couples. On the whole, however, 
progress was slow during the 3(’s 
end at the beginning 
War II there were relatively few 
union agreements which made 
provisions for health and welfare 
programs or old age pensions. It 
was during the Second World War 
that major impetus was first given 
to those programs as a part of col- 


lective bargaining agreements. 
Wartime regulations limited the 
amount of wage increases which 


employers could grant, but at the 
same time permitted the adoption 
of reasonable employee insurance 
and pension benefits, with the re- 


| pected to continue. 


sult that the number of these pro- | 


grams achieved by collective bar- 
gaining was increased. After the 


concerned with the 
pension and health 
and welfare benefit plans, and, in 
fact, quite a few such plans were 


inaugurated through collective 
| bargaining. Recently the U. S. 
Supreme Court ruled, in effect, 


that pensions are wages, and are 
therefore a proper subject for col- 
lective bargaining. This year ade- 
guate pension programs became 
the major goal of most CIO 
unions. This interest in pensions 
was intensified as a result of the 
Presidential Steel Board’s report 
and recommendations. 
Source of Pension Programs in 
Collective Bargaining 

The increasing concern in re- 
cent years of the major labor 
unions for the inclusion of pension 
programs in their collective bar- 
gaining agreements stems some- 
what trom the nature of our 
unions themselves. The labor or- 
ganizations of this country as 
democratic institutions are not 
wedded to any particular kind of 
economic system. We are charged 
with the responsibility of serv- 
ing the needs and best interests 
of the people we represent. At 
the same time we are not fanatic 
revolutionaries nor are we seek- 
‘ing change just for its own sake. 


plans for | 


| assistance. 


We recognize and appreciate the 
great success which American in- 
dustry has had under capitalism 


and we are ready and willing to cumstances of our older workeis 


try and make it work. 

When we are confronted with 
problems like that of the welfare 
of our older people we are com- 
pelled to seek some adequate 
solution. Occasionally that solu- 
tion involves some trespassing on 
management’s ideas of economic 
theory or their cherished notions 
of an individual’s obligation to 
himself. We have what might be 
a “problem oriented” ap- 
proach and we believe it to be 
socially and economically healthy. 

When we saw an _ increasing 
number of our members being re- 
tired on pitifully inadequate in- 
comes, we realized that here was 
a problem demanding our atten- 
tion. We saw that in many cases 
they had to appeal to charities for 
We saw other older 


| workers being forced to stay on 
the payrolls far beyond 65 in or- | 


them with various forms of health | 


: : - come. 
unions were not immediately pre- | 


der to assure themselves of an in- 
Certainly the present stage 
of our technological knowledge 
does not require that every man 
work till the day he dies. In 
many cases, these superannuated 
employees prevent younger 


people from finding jobs. Thus 
i'the effects of an inadequate re- 
t{irement program are felt 


throughout the working force. 
Looking more broadly into the 


| situation, we found that the prob- 


of World | 


lem. was increasing in size and 
importance. Whereas in 1900 only 
4.1% of the 76 million persons liv- 
ing in the United States were 65 
years of age or over, it has been 
estimated that by 1950, 7.7% of 


|be available only to that small 
} fraction of the population who 
; will have had an average yearly 
income of $3,000 for 30 years, 
starting in 1937. Anybody who is 
;now 50 years old will never be 
able to receive the full benefits 
even if the Social Security pro- 
gram as it is presently constituted 


were to be expanded today. So,’ 


17 years away, for a few for- 
tunate people, there are misty 
promises of a small measure of 
security, but if prices continue to 
rise and the dollar continues to 
| buy less, even that meager vision 
will fade. 


| The picture which we saw when 


| we looked at tne unfortunate cir- 


the total population or more than | 


11 million people will be in this 
age bracket. The average 
at 65 may now expect to live to 
be 78, two years longer than in 
1900, and the upward trend is ex- 
Today, only 
ubout 25% of the men and women 
over 65 hold jobs. 


Inadequate Job of Federal Social 
Security 
Federal Social 


The Security 


: ; .~ | program has done a woetully in- 
war, the major unions became in- 


| creasingly 
| problems of 


of the 


adequate job alleviating 
needs of older people. I vead in 
the newspaper recently that al- 


| most one in every four aged per- 


sons in the United States is now 
on the public assistance rolis. This 


is not the old age insurance pio- 


person | 


| became a problem to us. It is a 
problem that demands an imme- 
diate solution. The union which 
I represent and other CIO unions 
are meeting the challenge in two 
ways. Tne need is so urgent that 
we cannot wait for legislative 
processes to develop adcquate 
Federal or state programs. We 
are presently urging and we are 
obtaining the inclusion of pension 


programs in our collective bar- 
gaining agreements’ with -m- 


ployers. We are also urging in the 
legislative halls in Washington 
and throughout the nation an ex- 
pansion of Federad old age in- 
surance plans which are so in- 
adequate in coverage and bene- 
fits. We in the CIO are today 
|trying to make American busi- 
ness and the Federal Government 
recognize these inadequacies. We 
sincerely hope that our 
will engender an enlightened atti- 
tude on the part of American 
business and the Federal Gov- 
ernment so that we may all work 


together for a broad progiain of | 
edequate retirement benefits for 
the American people. 


Contributory vs. Non-contributory 
Plans 

I have been asked to 
in this diseussion of labor’s 
terest In pension programs on 
question of contributory 
non-contributory plans. As we all 
know, the recent’ steel strike 
largely revolved about that issue. 

Many of tne opinions concern- 
the financing of retirement 
benefits were fo1mulated in earlier 
periods when employer contribu- 
tions were considered pate: - 
nalistic and gratuitous payments 
to the employees. This notion has 
fallen by the wayside in the course 
of more recent social and eco- 
nomic developments and_ the 
emergence of labor unions as na- 
tional institutions directly repre- 
senting the interests of emplovees. 
It is our position, and it is basic 


comment 
in- 
the 
versus 


i? o 
ing 


as 


|'to this question, that a worker's 


gram to which employees and em- | 


contribute. This 
is sheer charity. It is demoraliz- 
ing and open to grave political 
abuses. More than that, it is a 
sad commentary on the attention 
which we as a nation have given 
to the peopie who deserve our re- 
spect and esteem. Looking at the 
Federal plan known as old age 
insurance, we s¢€e more inade- 
quacies. The old age insurance 
benefits speak for themselves to 
anyone who appreciates the cost 
of living today. The average pen- 
sions are about $25 a month for 
a retired worker and about $40 
a month for an aged couple. 
Union members and all American 
workers are more than statistics 
and more than machines produc- 


ployers jointly 


ing dollars for corporate tills. 
They want the small but neces- 
sary comforts of home and tney 


want them now, not in some happy 
hunting ground of the future. 
Under the present law, full social 


security benefits will not be rea- 
lized for more than 17 years. | 
Even then the full benefits will 


health and retirement security is 
a legitimate responsibility of in- 
dustry. Retirement benefits are 
a deferred compensation by the 
employer for service rendered by 
the employee. This principle has 


been recognized, and in recent 
vears the trend in American in- 
dustry has been towards those 


programs which are financed en- 
tirely by companies. The Sieel 
Board’s report quoted a study by) 
the Bureau of Labor Statistics 
which showed that most of the 
collective bargaining plans in ef- 
fect by mid-1948 and covering 
over 3.000,000 workers were {fi- 
nanced entirely by the employer. 
In a carefully reasoned analysis. 
the steel panel also endorsed the 
non-contributory plan. The Pres- 
ident of the CIO, Philip Murray 
has frequently in recent months 
illustrated labor's position on this 
important question by the follow- 
ing example. In many factories 
around the country today you will 
see a man and a machine standing 
side by side. The employer each 
year lays aside out of his operat- 
ing costs a certain amount to care 
for the machine to keep it work- 
ing in tip-top shape and indecd 
'to replace it when it must be 
discarded. But at the same time, 
many employers who so diligent- 
ily take care of their pieces of 
metal refuse to 
the welfare of the man. 


ne 


give one cent to 
It is our 


efforts | 


position that the welfare of the 
man and provision for a suitable 


retirement benefit is a legitimate 


cost of operating a modern indus- 
try. These payments by the em- 
ployer are not gratuitous. The 
worker, by tne performance of 
his job, earns a retirement income 
and other security benefits as a 
deferred part of his compensation. 
It is a certainty that employers 
will integrate pension costs, even 
where they are now set up ona 
non-contributory basis, into their 
wage structure. They will argue 
in the future against wage in- 
creases on the very grounds that 
their expenditures for pensions 
must be considered as a part of 
wages. 

It is incorrect to say that em- 
ployee contributions are neces- 
sary to maintain their dignity and 
self respect. Non-contributory 
plans are not paternalistic or 
gratuitous. We, of course, believe 
that workers should understand 
and take an active interest in 
their retirement plans, but we be- 
lieve this to be best accomplished 
oy democratic participation in the 
administration of the program. In 
fact, when workers have an equal 
voice with management on a 
board of trustees under such a 
plan their interest is likely to be 
more effective and meaningful 
to them than under contributory 
plans. 

There are, of course, many de- 
tailed consideration on the ques- 
tion of contributory versus non- 
contributory plans. but I believe 
the important thing for us to real- 
ize here is the comparatively new 


but very fundamental idea that I 


have conveyed to you—that re- 
tirement benefits are earned by a 
worker in the course of his em- 
ployment and are received as a 
deferred compensation. It is this 
idea which we ask management 
to recognize and by so doing, to 
face squarely their social and eco- 
nomic responsibilities today. 

We have made a slight digres- 
sion in the discussion of the non- 
contributory feature from the 


broader aspects of the pension 
problem, to which I would now 
like to return with a few words 
about labor’s attitude toward 


union-management pension plans 
in relation to Social Security. 

I would like to make it clear at 
the outset that organized labor is 
in favor of a basic public social 
security program, We are urging 
such a program now as we have 
done historically for several 
fundamental 


reasons. First, a 
public program is necessary to 


assure complete coverage, not only 
for organized workers whose 
unions are strong and interested in 
social security programs, but also 
for unorganized workers and 
other people who are not in a 
position to enjoy privately spon- 
sored programs. 

The mobility of our working 
force is an important factor if we 
are to maintain a dynamic indus- 
trial growth, and this also is most 
easily assured under a public plan. 
In addition, a comprehensive Fed- 
eral program is administratively 
more efficient and financially less 


costly than comparable private 
programs. This is true even under 
the present low scale of social 


security benefits. 

For example, under a rubber 
company’s pension program with 
which I am familiar, where the 
worker and his employer share 
the costs as they do under the 
Federal program, the benefits paid 
to an employee who has earned an 
average of $3,000 a year for a pe- 
riod of 20 years amounts to only 
$37 a month. Under the Federal 
program, this same employee re- 
ceives $48 a month in benefits 
Significantly, the cost for the $37 
a month under the private pro- 
gram amounts to almost 6% of the 
employee's earnings, whereas un- 
der the Federal program the cost 
of the $48 pension amounts to 
only 2%. * 

We cannct submerge the reali- 
ties of the present situation. how- 

(Continued on page 27) 
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Social and Economic Implications 
Of Private Pension Plans 


By CLARK KERR* 


Director of Industrial Relations, University of California (Berkeley) 


Industrial relations expert, calling attention to aging of population as source of rising demands for 

social security, describes negotiated private pension plans as inadequate, defective and even unwise. 

Points out how such plans may have unfortunate consequences and contends they may be, in long run, 

disappointing because of inadequate funding. Sees diversity of opinion on part of both unions and 

employers regarding pension plan advantages and suggests they either be replaced or be supplemented 
by broader Federal social insurance program. 


The Nineteenth Century was characterized by the expansion of freedom; the Twen-! and often unwise. 


tieth is characterized by the search for security. The contemporary grave concern over 
collectively bargained pensions derives in part from the difficulties of achieving the main 





goal of the® 

current cen-. venerated rather than rejected. 
tury while), Economic progress brought inse- 
preserving the curity; and insecurity a hunger 
principal ac- for security. 

complishment; A further and little-known but 
of the last— 


for the claims 
of security can 
be and fre- 
quently are 
satisfied at the 
expense of 
freedom. It is 
alike, a_ task 
and a test of 
statesmanship 
to extend the 
former with- 
out curtailing the latter. 

The drive for security is one 
consequence of an aging society, 
although it finds its origins in 
other social developments as well. 
The salient facts are well known: 
In 1900, 4% of the population 
was over 65 years of age: today, 
8%; and in 1975, 11%. Nor is 1975 
the end of the story. The aging 





Dr. 


Clark Kerr 


process feeds upon iiself. One 
British economist, by projecting 
to their ultimate and_ illogical 


conclusion current population 
trends in England, concluded that 


in 200 years only four pcople 
would remain alive—all over the 
age of 65. This assumes ceteris 


paribus, but in this field, at least, 
other things do not remain equal. 
The drift, however, regardless of 
the ultimate destination, is unmis- 
takable; and older people are the 
more security-rninded. 

The prospect of old like 
cld age itself, influences views of 
society and self. Today, one-third 
of all voters are over 50 years of 
age; 25 years hence, 40% will be. 
Age, as the recent experience in 
certain western states testifies, 
can be a powerful coalescing force 
for a political bloc. The aged bloc 
may and in some cases has come 
to rank with the farm, labor and 
veteran blocs as powerful influ- 
ences in our political life—and the 
possibilities of coalition have not 
and will not be overlooked. It 
may be too early to suggest that 
the struggle of youth versus age 
will be the great conflict of the 
first half of the twenty-first cen- 
tury; but as the older citizens be- 
come more nuinerous and better 
organized, the latent possibilities 
for clashes of interest will be bet- 
ter realized. And the traditional 
roles may well be reversed, with 
the aged talking distributive prof- 
ligacy and youth talking produc- 
tive efficiency. 

Urbanization and industrializa- 
tion, the twin molders of our 
changing society, have made their 
important contribution to the fight 
for security. The family, the tra- 
ditional source of security in age, 
has shortened its typical span of 
inclusion from three to two gener- 
ations. The factory with its fluc- 
tuating labor force has supplanted 
the farm, which was almost as 
impervious to employment shocks 
2s it was sensitive to. price 
changes; and which accepted and 
utilized the older person, who was 


age 


*An address by Prof. Kerr be- 
fore the 308th Regular Meeting of 
the National Industrial Confer- 
ence Board, Inc., New York City, 
Nov. 22, 1949. 


i pand 


incipiently consequential process 
may be at work. Jt is customary 
to rank and weight the goals of 
men, as though they were static 
—- wages, recognition and so forth. 
This may miss the fact that each 
time an important goal is largely 
attained, the weighting of the re- 
maining goals may change dras- 
tically. To a man long lost in a 
desert, the all-important goal may 
be a drink of water; once having 
obtained the water, a meal be- 
comes the new dominating goal; 
and once having eaten, sleep is 
the new-found goal. Thus it may 
be that, as the result of enrich- 
ing our society, the most elemen- 
tal demands for material zZoods 
and services and for leisure have 
been increasingly satisfied and 
the need for security seems more 
important. Once security has been 





attained, some more ascendant 
goal may make its appearance. 
This is to suggest that as more | 


basic desires are largely satisfied, | 


new desires come into view from 


among those previously more la- | 
tent and the former weighting of | 
reexamined. Cur- 


goals must be 
rently security seems to be the 
next important step in this eternal 
growth of human aspiration and 
beyond security may come new 
goals to serve as fountainheads of 
new demands. 

Assuming that, for better or for 


worse, the desire for security must | 


be more fully satisfied, there are 
alternative methods of accom- 
plishing this, and costs and bene- 
fits must be realistically exam- 
ined. This is particularly true of 
security for the aged. There is 
no single road and no single end 
to the several roads. It is the es- 
sence of wisdom to identify, ap- 
praise, select and reject the sev- 
eral options. 


Negotiated Pension Plans 


One contemporaneously well- 
traveled road to old age security 
is private pension 
ated in collective bargaining. It is 
not a traditional path. Nationwide 
there were about 600 plans in 
1939; and today there are 13,000. 
Collective bargaining in the 
United States in 1939 was almost 
a century and a half cld and in 
that year bargained plans were a 
rarity. Semuel Gompers, the 
founder and philosopher of the 
American Federation of Labor, 
was deeply opposed to company 
pension plans, believing they were 
a chain to workers today and a 
mirage tomorrow. Nor did compa- 
nies commonly undertake plans 
on their own initiative. In 1939 





private pension plans were lim- | 


ited to a few unions 
companies. Then came the deluge; 


and a few! 


but it did not flow so much from | 


the natural development of collec- | 
tive bargaining as from govern- 
mental policy. Private pension 
plans are more the consequence 


of governmental action than an/| 
alternative to it. 
The great spawning of plans 


first came in the fall of 1942. The 
urgent wartime pressure to ex- 
production led to a wild} 


recommendations that 


Y | on 
plans negoti- | 


ing of wages, the customary lure 
extended to attract additional em- 


ployees or retain those currently | 


on hand, while not prohibited, 
was inhibited. Many companies, 
with profits to spare, established 
pension plans—the current cost in 
the face of excess profit taxes 
was nominal and the current ad- 


vantage in a tight labor market} : 
. T, 'with several unions, each with a 


substantial. Meanwhile, retire- 
ment benefits under the Federal 
system were becoming increas- 


ingly less adequate as prices rose | 


above the levels of 1935, the year 
in which the Federal act was 
passed. 

What was at first voluntary, if 
induced, later became coerced. 
Imitation is the key to survival 
for many labor leaders. Few are 
so frequently imitated, however 
inadequately, as the President of 
the United Mine Workers. When 


the Federal government, through | 


the person of Secretary Krug, 
completed the Krug-Lewis agree- 
ment in May, 1946, pension and 
welfare plars pecame a bargain- 
ing issue par exceijilence. What 
Lewis had accomplished, others 
must seek. Unions are _ political 
organizations. The coins with 
which support is bought are in 
large part concessions from em- 
ployers. A new type o! coin had 
been minted—one side read pen- 
sions, the other, welfare plans. 

Then in April, 1948 an impor- 
tant decision was handed down by 
the National Labor Relations 
Board in the case of the Inland 
Steel Company and Local Union 
Nos. 1010 and 64 of the United 
Steel Workers oi America. The 
Board ruled, and it depended in 
part on the legislative history of 
the Taft-Hartley Act, that “wages 
end other conditions of employ- 
ment” included pensions; and, 
henceforth, employers must bar- 
gain about them. Finally in Sep- 
tember, 1949, the Steel Industry 
Board, appointed by the President 
of the United States, submitted its 
the basic 
steel companies and the United 
Steelworkers of America bargain 
pensions; as they have now 
done. The steel ‘‘pattern”’ 
and will continue to have, as in 
the past, a substantial impact on 
bargains in many other industries 
and localities. 

This is not to suzgest that some 
pensions would not have _ been 
bargained without this influence 
of government, but rather that the 
issue has been raised to one of 
national import not by the natural 
evolution of free collective bar- 
gaining, but by the intervention 
of the Federal Government at 
critical points. Private pension 
plans are more the creation of, 
than the cure for the “welfare 
state,” if cure there is or need be. 

The State, a secular Zeus, has 
given industry and labor a verita- 
ble Pandora’s box. It has been 
sampled variously with hope, cau- 


tion and fear. Before the lid is 
| opened wider, the full conse- 
quences of such action warrant 


careful scrutiny. 


Collective Bargaining Plans— 

Difficult and Often Unwise 

Collective bargaining is an ac- 
cepted instrument for estabiish- 
ing many important rules in our 


| bargaining. But pension plans as_| 
'a bargaining subject fail these | 
' tests. It is not impossible to pro- | 


nas had, 


The professional consultant, | 
hunt for manpower, but the rais- 


society. Some issues are more) 
suited to solution through this 
process, however, than others. 
Among them are such issues as 
wages and hours of work, which | 
can be stated rather simply and | 
unitormly; and which can be) 
treated with best (although not. 
ideally from the viewpoint of the | 
public interest) in free collective | 





| 


vide old-age security through pri- 
vate contracts between unions and | 
employers, or else so many plans 
would not exist, but it is difficult 


Pensions are an unusually com- 
plicated matter for negotiation. 





rather than the union negotiating 
committee or the employer, is at) 
home in this field, with its mor- 
tality tables and problems of 
funding, vesting, interest rates, 
eligibility and so forth. This trans- | 


fer of competence from the prac- 


tical men to the professionals is 
a big step to take in collective 
bargaining. Complexity is com-| 
pounded when a company deals 


different policy toward pensions. 


|Bargaining can be unduly drawn | 


out and settlements impeded by 
the new uncertainties and intrica- 
cies. At the same time, “chaos in 
the bargaining process” certainly 
need not result. 

Rounds of wage changes, up and 
down, can spread through the 


economy; and hours similarly can 


be changed gradually. All firms 
must and do pay wages and set 
hours; but paying pensions is 
quite another matter. The impact 
of any given pension plan varies 
enormously from company to 
company much more than 
changes in wages and hours. The 
pre-war plans were limited al- 
most entirely to companies with 
500 or more employees, There are 
5,000 such companies in the 
United States, or less than one- 
tenth of one percent of all firms. 
Ninety-five percent of the busi- 
ness firms, or 3,250,000, have fewer 
than 20 employees. The large 
firm, the old firm, the prosperous 
firm may be able to absorb a pen- 
sion plan quite readily. It can hire 
an expert; it can assure sound fi- 
nancing; it can expect to remain 


in business permanently. Not so 
the many small firms. Even in 
prosperous vears 5% to 10% fail 


annually. Consultants are costly, 
even if they can be found by the 
small business man. Adequate fi- 
nancing at the outset, even if 
past service is not to be credited, 
is beyond the grasp of many small 
firms. Full funding of a pension, 
which is the only way to assure 
the employee security if the com- 
pany fails, costs approximately 
$4,000 for one employee aged 45 
if he is to retire at age 65 with 


a $50 per month pension. The 
coverage of workers in industries 
with a casual labor force is al- 


most impossible. Pensions, unlike 
wages and hours, can not readily 


be taken from the highways to 
the by-ways of collective bar- 


gaining. 


Unfortunate Social Consequences 


The chief count against bar-'! 
gained pension plans, however, is 
their unfortunate 


social conse- 
quences. By their very nature, | 
private pension systems assure 
great inequality. It is unlikely 


that some workers will be covered 
at all—the self-employed, the cas- 
ual workers, the employees of 
very small firms, many of the un- 


organized, some of the members 
of weaker unions — among them 
some of those most in need ot 


pension privileges. Marion B. Fol- 
som has estimated that less than 
half of the gainfully employed 
could be covered by private plans. 
(‘Atlantic Monthly,’ August, 
1949.) Among the covered, bene- 
fits are bound to vary greatly de- 
pending upon the power of the 
union, and the ability to pay and 
the charity of the employer. These 
inequalities assuredly will breed 


resentment, inter- union rivalry 
and attempted political retaliation 
by the disadvantaged. Federal old 
age insurance benefits already re- 
flect the level of a person’s pre- 
retirement pay. Those with high 
pre-retirement pay are most like- 
ly to be the ones with the more 
adequate private coverage also, 
and retirement benefits for them 
thus disproportionately greater. 
A two-to-one pre-retirement in- 
come ratio, as between the high 
and low-paid, may well become 
a four-to-one post-retirement ra- 
tio. Another sort of inequality, al- 
ready prevalent. may be intensi- 
fied. The unemploved worker over 
40 or 45 frequently now suffers 
some handicap in the search for 
a job as against the younger 
worker. Under many plans, the 
cost of providing a pension for 
such a person is greater than for 
the yvounger worker and the em- 
pleyer is naturally more reluc<- 
tant to engage him. 

In feudal society the serf was 
bound to his lord, and the jour- 
neyman to his guild. The liber- 
tarian movement in Western Eu- 
rope and the United States freed 
the worker from these ties. Free 
enterprise for the worker has 
meant freedom to select a job of 
his choosing. The relatively free 
movement of labor from place to 
place and job to job has been one 
of the advantages of the United 
States in building its great pro- 
ductive system. The new firm, the 
expanding firm, the efficient firm 
could draw workers from the old, 
contracting, inefficient firms. Pri- 
vate pension plans, except where 
they provide full and immediate 
vesting of both the employee’s 
and firm’s contribution, and few 
of them do, retard such move- 
ment. They tend to tie the worker 
to the company while employed; 


and hold him in a company-at- 
tached labor pool when unem- 
ployed. Even with full vesting, 


since plans vary, workers can be 
confused and even harassed. In a 


current study of 1,000 heads of 
families in the Oakland, Cali- 
fornia, labor market, we have 


found the average worker has had 
a new job every three and one- 
half years, or 16 to 12 during his 
total working life. By retirement 
age, if all his employment had 
been covered by private plans 
with vesting, he would be draws 
ing income according to the pro- 
visions Of several different plans, 
Any ore who has moved from 
one plan to another knows how 
exasperating this can be. 

A private pension plan can cone 


trol moire than movement from 
!ob to job. Modern industrial 
society requires discipline, but 


discipline (if it is carried too far) 
can be an evil as well as an in- 
dispensable antidote to individ- 
ualistic inclinations of industrial 
workers and union members. Pen- 
sion plans can be used to induce 
too much conformity. Discharge 
by the company, or by the union 
under maintenance-of-member- 
ship rules can then deprive a man 
simultaneously of his job and his 
stake in a pension plan. Greater 
subservience to company and 
union may ensue than is proper 
for a free man. 

Men should not be swallowed 
by the private governments of 
capital and labor any more than 
by pubiic government. They 
should net be too beholden to any 
company or any union. Just as it 
it important to distinguish be- 
tween what belongs to Caesar and 
what belongs to God, so it is im- 
portant to distinguish between 
what belongs to private bodies, 
government the individual. 
Weltare and company 
paternalism can make too large an 
area of man’s life belong to 
institutions. Instead of 
going into social service work, in- 
dustry might do better to con- 

to concentrate on efficient 
(Continued on page 26) 


and 
unionism 


a 
these 


tinue 
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—— By OWEN ELY 


Puget Sound Power & Light 

Puget Sound Power & Light serves a large part of the State oi 
Washington, including the city of Seattle. This area has been a hot- 
bed of public power propaganda, both Federal and local, for some 
vears. The public utility districts (“PUDs”) organized by local pro- 
rnoters and able to sell bonds at low interest rates, have been nib- 
bling away at the private utilities through condemnation proceedings. 
Puget Sound has sold properties in seven or eight counties, but the 
deals have probably been to the Companys advantage, since most 
jury condemnation awards are on a liberal basis. Instead of using 
erizina! cost, cost of reproduction, less depreciation, is usually the 
basis of appraisal, and “severance damages” are sometimes allowed. 
Under present conditions such a basis should enable the company to 
realize a profit over beok values, since it has just completed writing 
down plant account to an original cost basis (some $9 million was 
recently charged to surplus). 

But Puget Sound has a big problem in Seattie, where the com- 
nany’s franchise expires in 1952. The City operates a competing 
municipal lighting system and there has been friction between city 
and company officials for some years. There has even been some 
fear that in 1952 the city might ‘throw the company out,” since if 
has already indicated that the franchise would not be renewed. 
Roughly, Seattle might account for about %4 of the company’s prop- 
erties, it is estimated. 

While the company has sold a large number of its outlying prop- 
erties to the PUDs. there has always been the possibility that a plan 
rnight be developed for sale of the entire remaining property as a 
unit. Such a program was almost consummated in 1946 by Guy a, 
Mever. who had successfully sold the Nebraska Power properties to 
PUDs in that state. He organized a deal for the Skagit County Public 
Utility District (in cooperation with 13 other PUDs) to purchase the 
company’s entire properties for $135,000,000. The deal reached the 
prospectus stage, with a group organized by Halsey Stuart & Com- 
pany to handle it, before it wes declared illegal by the State Supreme 
Court. It was fought in the courts by the Weyerhauser Lumber in- 
terests. The Court’s vote was 4-to-4, the Chief Justice being in 
Germany; a new Chief Justice, after appointment, first ruled in 
favor of the sale. But this was held up, and after two new justices 
were appointed, the vote was 5-4 against permitting the sale. 

Now another attempt is being made to revive the sale. A lay 
was put through the Legislature allowing two or more PUDs to join 
and buy an entire utility system. But before a new deal could be 
consummated, four Olympia firms sued as taxpayers holding the law 
unconstitutional. However, the threat that the PUDs might buy the 
entire system (including the Seattle property) stirred the city author- 
ities to action. It employed Ford Bacon & Vavis, together with a local 
firm, to value the property at cost of reproduction net. These 
perts came up with a figure of $23.8 million, while company experts 
produced a valuation of $36.4 million. The spread of $12.6 million 
was due principally to varying estimates of accrued depreciation. 
Earlier this year, possibly before the new law went into litigation, 
the Mayor of Seattle foresaw a race between the districts and the 
city to buy. Apparent!y the city then feit that it might be able to 
make a better deal with the company than with the PUDs for the 
property in Seattle. It apparently also wanted to take over some 
hydro plants owned by the company. 

But recently the situation changed again. Seattle officials have 
notified the PUDs that the city has abandoned its plans to buy the 
properties. The managing director of the Washington Public Utility 
Commissioners Association said that the districts would not attempt 











ex- 


to take over the compeny’s operations in the Seattle competitive area. | 


However, the districts would make no pclicy statement pending a 
meeting of their negotiations committee. There is no PUD in King 
County where Seattle is located. and it has not yet been determined 
whether PUDs outside of Seattle could operate the system. 
while Tacoma is keeping alive its action to condemn the company’s 
zenerating plants at White River and Electron. 


Formerly Paul Rader of the Bonneville Authority was interested | 
But ap-| 


in joining the PUDs and Seattle to purchase the property. 
parently this involved legal difficulties as Bonneville hasn’t been 
mentioned recently. However, there is now a bill before Congress to 
cteate a Columbia River Valley Authority and give it almost un- 
limited powers (see Raymond Moley’s “Newsweek” story ‘“‘Death 


Sentence for State Government” reprinted in “Readers Digest” for | 


December). This bill 
Federal Treasury for 
“angel” for the PUDs. 


might permit the directors to dip into the 
funds to buy Puget, or permit to act 


as 


An over-all sales figure of $120 million has been mentioned at 


times, although this might now have to be reduced to exclude cer- 
tain properties recently sold to Snowhomish PUD for $16 million, 
part of which used to retire $7.4 million debt. The company’s re- 
maining $44 million bonds are callable at 10415 in the event of sale, 
or about $46 million. The $12.8 million preferred stock is callable at 
110 but in liquidation would be entitled to only $100. 
ing these two amounts from the net sales figures of $104 million 
about $44 million would be left for the common stock or over $20 a 
share. (Plus anv liquid assets:) 

While the 1948 balance sheet indicates a book value for 
common stock of only about $18.50 a share after write-offs, President 
McLaughlin was quoted a short time ago as forecasting about $22 
a share book value at the end of 1949. (It is possible that the 
Snowhomish sale has yielded a few million dollars profit above the 
book value of the properties sold.) A figure of $18 a share has also 
been rumored in Wall Street as the eventual sale proceeds per share 
for the common stock (see Standard & Poor’s Stock Guide of Oct. 17). 
But all these estimates must be considered in the light of four ques- 
tions: (1) Wi!l Seattle realiy force junking of the Company’s property 
an the City, or does the recent statement reflect only a “war of 
nerves”? (2) Can the company continue to realize enough profits 
on gradual, piecemeal sales (based on net reproduction cost) to 
aifset possible loss of the Seattle plant? (3) If the new law is cleared 
by the Courts, will the PUDs pay enough for the System (ex-Seattle) 
to give stockholders some profit over the present price level around 
3? And (4), will the Federal agencies eventually play a role in 
the purchase? 


After deduct- | 


Wants Free Gold Market as a Yardstick to 
Determine Redeemable Basis of Dollar 


Joseph Stagg Lawrenc2, writing 


in “Empire Trust Letter,” holds 


testing period should intervene for future reestablishment of cur- 
rency on fixed gold basis. 


Writing on “Our Currency Credo” 


of Nov. 28 
City, Joseph Stagg Lawrence, 
gold market 
and a testing 
period to de- 
termine what 
the gold con- 
tent of “‘to- 
mMmorrow’s 
dollar” should 
be. According 
to Mr. Law- 
rence: 

“It is diffi- 
cult at times 
to distinguish 
between  ex- 
position and 
advocacy. 
The detached 
analyst some- 
times discovers to his dismay that 
a dispassionate explanation of a 
point of view is construed as his 
own. In the following discussion 
we weigh the future prospects of 
the American dollar and find 
them dim. Under the prevailing 
premises—an absence of political 
integrity, a widespread belief in 
the necessity of state interven- 
tion, the powerful effect of British 
example, and a central bank hell- 
bent on currency management 
we hold the future devaluation of 
the dollar to be probable. 

“We wish to say that we do not 
favor devaluation. The physician 
who brings in a diagnosis of in- 
curable cancer can hardly be said 
to be in favor of it, though his 
diagnosis may be entirely correct. 

“We wish further to 
guish between a rise in the price 
of gold a la Cripps and a rise that 
might be necessary as a result of 
changes in basic economic and 
monetary factors, so far-reaching 
and irreversible to make im- 
practicable the restoration of an 
earlier fixed gold base for the 
currency. 

“Deliberate devaluation is the 
result of state intervention in the 
monetary mechanism to achieve 
an ulterior purpose, It is gener- 
ally mischievous and, in the long 
run, futile. The English govern- 
ment devalued not because the 


Jos. Stagg Lawrence 


as 


nominal equivalent of the pound | 
'In gold and dollars was mislead- 
Mean- 


ing. It was not interested in vali- 
dating open market ratios or 
authentic purchasing power pari- 
ties. It devalued to achieve a 
trade advantage in the markets of 
the world. This was probably the 


|dominant reason for the action of 


29 other countries 
since followed the 
England. 

“By contrast, a change in the 
price of gold resulting from the 
free play of economic forces is a 
recognition of changing emphasis 
upon factors of price and produc- 
tion expressed in open markets 
under conditions of free choice. 
This does not mean that the 
monetary standard, if it consists of 
a fixed quantum of gold, must be 
changed every day or that it can- 
not remain fixed for long periods 


which have 
example of 


| of time. 
the 


“After every great upheaval in 
the past it has been necessary 
either to change the standard. or 
to suspend it for varying periods. 
The return to a prior base, when 
achieved, has usually been ac- 
complished only after a period of 
probation during which such a 
return has been checked and 
found feasible. After the two 
Punic Wars the Romans estab- 
lished a standard that contained 
one twenty-fourth of the copper 
it had before the prolonged 
struggle with the Carthagnians. 

“After the Civil War this coun- 
try waited until 1879 before re- 
establishing the prewar gold base 


distin- | 


in the “Empire Trust Letter” 


published by the Empire Trust Company of New York 
its Vice-President 
though 2nnouncing “we do not favor 


and economist, 
devaluation,” calls for a free 


Qa 
v 


for the dollar. In the interval 
between the end of the war and 
resumption of specie payments, 
general prices declined to the 
level prevailing in 1859-60. In 
other words, the dollar, in terms 
of real buying power, was as good 
as it was before the war. It was, 
therefore, a reasonable presump- 
|tion that it was also as good in 
terms of gold. 

“By the time gold payments 
had been resumed the Federal 
| Government had demonstrated an 
ability to live within its means by 
balancing its budget for 14 years 
in succession. During the last 18 
years the American Government 
has operated in the red 15 years. 
Py 1879, the per capita Federal 
debt had been reduced 44%. 
During the last 18 years the per 
capita debt has been increased 
1.200%. 

“Congress never contemplated 
the indefinite continuation ofa fiat 
greenback paper standard after 
the Civil War. Nor did any high 
official of the government ever 
suggest that gold should be barred 
permanently from circulation 
the currency base. 

“On Nov. 15, 1949, in a state- 
ment before a Congressional sub- 
committee, John W. Snyder, Sec- 
retary of the Treasury, said: ‘I do 
not think that conditions require 
any alteration of the monetary 
svstem. As the Committee un- 
doubtedly knows, I am on record 
as being opposed to any change in 
the price of gold: and the Treas- 
ury Department is firmly of the 
view that a gold coin standard 
should not be re-established in 
the United States.’ 

“In 1879 the rest of the world, 
without any important exceptions, 
was On an honest metallic stand- 
ard—either gold or silver or a 
combination of the two. That 
world knew its monetary history 
and did not ignore the lessons. It 
knew all about John Law and the 
management of currency by ‘com- 
petent and responsible men.’ It 
had followed the experience of a 
revolutionary American govern- 
ment with paper Continentals and 
a liberal French government with 
paper Assignats. 

“Today a new monetary pied 
piper, John Maynard Keynes, has 
revived the monetary fallacies of 
|Law. He has a host of followers 
entrenched in government posts of 
|great power and in_ university 
chairs of great influence. 

“The President of the New York 
Federal Reserve Bank told the 
American Bankers Association at 
San Francisco to relax and forget 
its concern about the paper dollar. 
It ‘has the supreme attribute of 
general acceptability. There is no 
widespread fear of the soundness 
of the dollar in this country, no 
widespread flight from money in- 
1o things.’ This invites the com- 
ment that neither there any 
‘widespread flight’ from Leaven- 
worth to other abodes. 

“He chided the bankers gently 
for their faith in the ‘Gospel of 
St. Midas’ and advised them in ef- 
fect to forget it. He asked them to 
trust the skill, the wisdom, and 
the integrity of a Federal bureauc- 
racy charged with the adminstra- 
tion of the currency. Gold as an 
impersonal and automatic founda- 
tion for the currency, he implied, 
carried the same date line as 
Eliza crossing the ice. 

“It is difficult to find any simi- 
larity between this situation and 
that which prevailed on the Ist of 
January. 1879 when John Sherman 
opened the doors of the mint and 


as 


is 


offered to redeem all paper dol- 


lars at the pre-Civil War gold 
value. The constant reiteration 
that only the will to resume gold 
payments is needed to restore an 
authentic gold standard on the 
prewar base does not seem realis- 
tic. 

“We, therefore, believe that a 
testing period should intervene 
between the present fiat paper 
currency status and the future re- 
establishment of the currency on 
2 fixed gold base. The world 
has had two great upheavals 
within the span of a= single 
lifetime, no less disturbing in 
their effects than the Punic or 
Napoleanic Wars. There has been 
a complete revolution in official 
thinking on the subject of a sound 
currency. 

“Maybe we can establish gold as 
the basis for our currency at $35 
an ounce. Let an open market 
with free buyers and sellers, oper- 
ating under conditions of complete 
information and independent judg- 
ment, determine the equation be- 
tween gold and paper money. And 
not a group of bureaucrats re- 
sponding to political motivation. 

“Such a market prevailed prior 
to resumption in 1879. It did not 
lead to successive devaluations. 
The pillars of the republic did not 
vanish down the drain. The ex- 
perience proved that gold could 
be re-established as the basis of 
our currency and, when it could 
be so re-established, with the as- 
surance that it would stick.” 


Judson S. James & Co. 
Formed in Ballas 


DALLAS, TEX. — Judson S. 
James, Jr., has formed Judson S. 
James & Co.. with offices in the 
First National Bank Building, to 

















Judson S. James, Jr. 


act as underwriters, participating 
distributors and dealers in corpo- 
rete and municipal securities spe- 
cializing in Texas municipal 
bonds. Mr. James was previously 
President of James & Stayart, Inc, 


William Alden, Jr. and 
H. Chrisiman Officers - 


LOUISVILLE, KY.—William O. 
Alden, Jr., and Henry Christman, 
Jr. have become vice-presidents of 
O'Neal-Alden & Co., Inc., 421 
West Market Street. Mr. Christ- 
man will be in charge of the 
Mutual Fund Department and Mr. 
Alden will be in charge of trading. 


J. H. Blackburn With 
T. J. Feibleman & Co. 


NEW ORLEANS, LA.—James H. 
Blackburn has become associated 
with T. J. Feibleman & Company, 
Richards Building Arcade, mem- 
bers of the New Orleans Stock 
Exchange, as manager of the un- 
derwriting department. Mr. Black- 
burn was formerly industrial rela- 
tions manager for Todd Johnson 
Dry Docks, Inc. of New Orleans, 
a subsidiary of Todd Shipyards. 


Powers With McCarley 
COLUMBIA, S. C.—E. Capers 
Powers has become. associated 
with McCarley & Co. as co-man- 
ager of the new Columbia, S. C. 
office in the Palmetto Building. 
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Says Peacetime Deficits Invite Disaster 


Guaranty Trust Co., in current issue of its publication, “The Guar- 


anty Survey,” holds inflationary 


fiscal policy is an unpredictable 


medicine that may have explosive effects. Links inflation and high 
prices to government debt, and contends high taxes and low interest 


rates retard flow of capital. 


To incur deficits on a large scale and over a long period in time 
of peace is an invitation to disaster, the Guaranty Trust Company oi 
New York states in “The Guaranty Survey,’ its monthly review just 


published. 
recalls that a Treasury deficit 
ceased to be regarded as an occa- 
sionally unavoidable misfortune 
and came to be favorably thought 
of as a business stimulant. 
“During the last session of 
Congress, repeated demands were 
made for curtailment of Federal 
expenditures, and some legislation 


designed to effect economies was | 


enacted.” “‘The Survey” says fur- 
ther. “Such efforts, however, 
were far more than outweighed 
by the acceptance of new pro- 
grams of expenditure, with the 
result that at the end of the ses- 
sion the deficit for the current 
fiscal year was officially estimated 
at $5% billion, as against the 
President’s January budget fore- 
cast of $873 million. And with 
the ‘cold war’ still going on, the 
Marshall plan more than two and 
a half years short of its original 
expiration date, general agree- 
ment among foreign experts that 
the contemplated four-year pe- 
riod will not suffice for the 


restoration of the European econ- | 


omy, the ‘Point Four’ program 
still to be financed, plans for 
Asiatic rehabilitation in the mak- 
ing, and the President’s demands 
for vast social welfare schemes at 
home, the end of deficits is not 
even dimly in sight. 


Deficits as a National Policy 

“Inflationary fiscal policy is 
not a medicine that can be ad- 
ministered in measured doses and 
with predictable effects. Its results 
occur in waves, the timing of 
which is determined by forces far 


beyond governmental controlinany | 


but a totalitarian economy. Ex- 
perience indicates that it has little 
or no influence at times 
stimulation seems to be 
but that it takes effect 
most explosive force 
when conditions call 
restraint. 

“Most of the programs of ex- 
penditure that are causing our 
Treasury deficit are being car- 
ried on in the name of democracy 
and free enterprise. 


needed 
with al- 
at times 
rather for 


when | 


But there | 


t was not until the depression of the 1930s, the article 


, too great for the monetary base 
| to support; the result is a painful 
|deflation and depression, with 
/enormous loss of production and 
, Widespread hardship. On the other 
| hand, if the cause continues, and 
| if the credit structure is cut loose 
| {rom its monetary base, the con- 
fidence of the people in the 
soundness of their currency is 
eventually destroyed. Holders ot 
/money race to gei rid of it before 
it loses its value. Economic life 
Cegenerates into an orgy of spec- 
ulation. Productive investment is 
|much too slow to keep pace with 
the depreciation of money, and 
shortages of goods intensify the 
inflationary pressure. Economic 
values and moral values disap- 
pear together in the _ general 
chaos. This process continues un- 
til a new monetary unit appears, 
with enough prospective stability 
to command the confidence of the 
people. 


Effect on the Money Market 


“A large national debt has the 
highly undesirable effect of forc- 
ing the government into the 
money market as a _ participant, 
and usually as a regulator as well. 
In order to borrow as cheaply as 
possible, the government tries to 
keep interest rates low. The most 
convenient and powerful instru- 
ment for this purpose is the cen- 
tral banking mechanism. The 
central bank or banks tend to fall 
more and more under Treasury 
| domination and to use their pow- 
ers of credit control primarily to 
facilitate the government’s fiscal 
| operations, rather than to stabilize 
business and financial conditions 
in general. Interest rates are pre- 
vented from performing their 
normal function of promoting a 
balance between the supply of 
savings for investment and the 
demand for investment funds. 

The combination of high taxes 
and artificially low interest rates 
impedes the normal flow of new 
capital into industry and thus re- 
|'tards industrial expansion. High 
taxes make saving more difficult 





seems to be only a dim appre-| 


; iby reducing incomes and make it 
ciation of the fact that the first | > resueeng ncomes eee 





cuty of a democratic free-enter- | '©54 attractive by diminishing 

ipa « arn ite fienn} | returns to investors. and low in- 
pram econciny % 50 meep en Beacons: 'terest rates offer little incentive 
house in order. A DODRCEE | to productive investment. Both 


budget is recognized as desirable, 
to be sure; but other objectives 
are put first. Even the admirable 
work of the Hoover Commission 
en Governmental Reorganization, 
which points to measures 
economy that would not involve 
the sacrifice of other objectives, 
has been received almost apatheti- 
cally; and Congress at its last ses- 
sion made only a start toward im- 
plementing it. Such an 
toward sound fiscal policy is not 


| 
a good way to preserve democracy | 


at home. much less to propagate 
it abroad. 


Debt and Inflation 
“Inflation of currency and 


prices invariably attends a large | 


and sustained rise in public debt. 
It is not practically possible for 
the government to borrow on a 
large scale over a long period ex- 
cept by inflationary means. An 
attempt to finance heavy deficits 
from savings would choke off the 
supply of capital funds to indus- 
try. cause a prohibitive rise in in- 
terest rates. and precipitate a fi- 
nancial crisis. Actually, the gov- 
ernment usually goes to the other 
extreme and tries to borrow as 
cheaply as possible. 

“An inflationary episode ends 
in one of two ways. If the cause of 
inflation is removed, or if the in- 
flated credit structure becomes 





of | 


attitude | 


1k 


| business and the government turn 
| + 


o banks and other financial insti- 
‘tutions for types of credit that 
|'should more properly be supplied 
| by individual investors.” 


‘Chas. King & Go., to 
‘Be NYSE Member Firm 


Charles King & Co., 61 Broad- 
way, New York City, as of Decem- 
ber 8th will become members of 
the New York Stock Exchange. 
| Partners will be Charles King, 
member of the Toronto Stock Ex- 
change, Benedict Jarmel, Herbert 
Hipkins, Gerard L Burchard, Jos- 
eph H. Amy, member of the New 
York Stock Exchange, Robert H. 
King, Paul E. Ostiguy, member of 
the Montreal Stock Exchange, and 
William N. Mexley, member of 
the New York Curb Exchange, 
general partners, Viola C. 
King, and Ursula Squier Reimer, 
limited pertners. 

Mr. Hipkins and Mr. Burchard 
were formerly with Goodbody & 
Co. Mr. Moxley did business as 
a Curb floor broker, and Mr. Osti- 
guy was active as a floor broker 
‘on the Montreal Stock Exchange. 


and 


all, the low 
rate of $2.89 
was chosen 
deliberately 
with the ob- 
ject of ruling 
out any fur- 
ther devalua- 
tionfears. 
[In all proba- 
bility $3.00, 
and possibly 
even $3.25 
would have 
been low 
enough to cor- 
rect the dis- 
equilibrium 
between 





Dr. Paul Einzig 





British and American price | 
levels. But the British Govern- | 
ment wanted to fix the rate to a! 
level at which it would not be | 
considered too high even by the | 
most extreme pessimists. With | 


that object in view, sterling was 
deliberately undervalued on Sept. 
18. And yet, towards the end of 
October and early in November. 
the possibility of a further devalu- 
ation began to be canvassed in 
foreign exchange markets abroad. 

There is nothing in the eco- 
nomic situation of Britain that 


No Second Devaluation of Sterling 


By PAUL EINZIG 


Dr. Einzig, commenting on rumors of further devaluation of sterling, 

contends there is no foundation for these rumors, and sterling is at 

present undervalued instead of overvalucd. Explains discounts on 

sterling exchange as due to limits placed on use of pounds sold | 
abroad, as well as to inadequate measures to combat inflationary 

effects of devaluation. 
LONDON, ENGLAND—If on Sept. 18 anybody had dared to 
prophesy that within less than two months after the drastic devalua- 


tion of sterling from $4.03 to $2.80 rumors would arise about its 


further devaluation, nobody would have taken him seriously. 
O 


After 





| more drastic measures would have 





would justify the suggestion that 
there might be a second devalu- 
ation. Needless to say, no cur- 
rency could be guaranteed against 
devaluation for eternity, and no- 
body could foretell what the 
position is likely to be in a few 
years’ time. But on the basis of 
the known facts of the present 
situation no second devaluation is 
called for. Even though prices in 
Britain and in the Sterling Area 
have risen since the devaluation, 
at the rate of $2.80 sterling is still 
distinetly undervalued. It is 
likely to remain so even after its 
cevaluation has produced its full 
effect both on British and Amer- 
ican prices in the course of the 
next year or so. 

It would be premature to form 
an opinion on the question 
whether the devaluation has 
checked or slowed down mate- 
rially the outflow of gold. Ac- 
cording to officially inspired press 
reports, the increase of the gold 
reserve by some $80,000,000 be- 
tween Sept. 18 and Oct. 1 was 
followed up by a further increase 
during October and November. 
even though the actual figure will 
not be announced until the next 
quarteriy official statement on 
gold movements which will be 
published at the beginning of Jan- 
vary. This reversal of the trend 
of gold flow may be purely tem- 


that the outflow has been resumed 
on a large scale there is no justi- 
fication for assuming that the 


Britain’s dollar position. 
even if it became evident early in 
1950 that the dollar gap has re- 
mained as grave a problem as it 
was before the devaluation, there 
would be no justification what- 
ever for assuming that the solu- 


ation. If the drastic cut of 30% in 
the dollar value of sterling failed 
to improve the balance of pay- 
ment, there would be no reason 
for believing that a further cut of 
10% or more would produce any 


better results. 
The origin of the rumors of the 





possibility of a second devaluation 
| is manifold. It arose partly from 
view 


i the that the government’s 


porary: but until there is evidence | 





| 
: 
| 





devaluation has failed to improve | the 
And | place any time after the new year, 


| 


| 


tion would lie in a second devalu- | 


measures for the reinforcement 
of the effects of the devaluation 
were inadequate. Whether or not 
the government’s measures are 
economically adequate is a matter 
of opinion, but they are certainly 
not sufficiently impressive to in- 
spire confidence. Apart alto- 
gether from the modest scale of 
economies, the fact that most of 
them will not become effective 
until some time next year has 
caused concern, Whether or not, 
from a material point of view, 


been needed, it was certainly a 
mistake from aé_e psychological 
point of view to apply the mini- 
mum of remedy instead of trying 
to impress the world with Brit- 
ain’s firm determination to make 
the devaluation succeed, 

The development of a discount 
on sterling abroad was in part due 
ic the view taken about the inade- 
quacy of the British measures, but 
to a large degree it was the result 
of technical circumstances. There 
are something like a 100 different 
types of sterling accounts in ex- 
istence, and most of them can only 
be used for limited purposes. It 
stands to reason that, if the price 
of sterling which is widely usable 
is $2.80, then the price of sterling 
with a narrow field of employ- 
ment should be less. In particular 
the pound notes are bound to be 
at a discount, seeing that they can 
only be re-imported into Britain 
legitimately in very limited 
amounts. If, as a result of the 
devaluation, sterling had become 
a scarce currency, there would be 
sufficient demand even for sterling 
with a limited sphere of use to 
keep its rate in the vicinity of the 
official parity; otherwise, a dis- 
count was bound to arise on the 
inferior types of sterling. 

Continued delay in the funding 
of wartime sterling balances is 
yet another reason why sterling is 
viewed with distrust. In respect 
of its policy—or rather absence of 
policv—in the matter of these 
balances ever since the end of the 
war, the government has certainly 
succeeded in getting the worst of 
all possible worlds. So long as 
there is a possibility of the un- 
regulated use of such balances at 
the rate of hundreds of millions of 


'to rise above 


all, that it would maintain its pol- 
icy of over-employment, as a 
result of which the level of Brit- 
ish wages would continue to tend 
that of countries 
where no over-employment pre- 
vails. 

Even if all these assumptions 
were correct, it would take years 


| before the resulting rise in British 


costs and prices converted the 
present undervaluation of sterling 
into an overvaluation. What pes- 
simists are afraid of is that the 
discount on sterling, unjustified 
or grossly premature as it may be 
at present, might force the gov- 
ernment’s hands. Sir Stafford 
Cripps made many errors of 
judgment in his explanation of 
the devaluation, but none of them 
were more fatal than the admis— 
sion that in fixing the rate as low 
as $2.80, the government had been 
influenced by the rates of sterling 
quoted in black markets and fres 
markets. It is now widely as- 
sumed that, since these markets 
were able to force the govern- 
ment’s hands in September, 1949, 
they would be able to do so again. 
Indeed, since Britain lost large 
amounts of dollars through opera-- 
tions in cheap sterling before the 
devaluation, the development of a 
new discount is causing grav® 
concern even in quarters which 
are usually far from being defeat- 
ist. 

Allowing for all the above con- 
siderations, it seems utterly un- 
likely that we should witness 
another devaluation of sterling for 
years to come. The inadequacy of 
the result of this devaluation 
would provide a powerful argu- 
ment against repeating the ex- 
periment. 


M. S. Wien & Co. 
Celebrates 30 Years 


The firm of M. S. Wien & Co., 
of 40 Exchange Place, New York 


























Melville S. Wien 
City, members of the New York 


Security Dealers Association, is 
celebrating the Thirtieth Anni- 
versary of the founding of the 
‘firm. Melville S. Wien who 
| founded the firm is still at the 
helm. 





pounds per annum, sterling is 
bound to remain under a cloud of 
distrust at no matter what rate its 
parity is fixed. 

Over and above all. there is the 
political factor. Taking a short 
view, it operates against the possi- 
bility of an early devaluation. For 
it is inconceivable that the Social- 
ist Government would devalue 
again before the general election 
in any circumstances. But since 
general election may take 


the reassuring effect of this con- 
sideration is verv limited. The 


anticipation of a Socialist victory | 


at the election is of course largely 
responsible for the anticination of 
a second devaluation. It is as- 
sumed, rightly or wrongly, that 


'the new Socialist Government 
would pursue the same policies 
which were largely resvonsible 


| power 


for Britain’s dollar deficit during 
1945-49: that it would continue to 
release too much _ purchas'ng 
at home and to overseas 
holders of sterling balances: that 
it would continue to pursue bi- 
lateralism and bulk buying, as a 
result of which Rritish imports 
would be too costly; and, above 


William T. Meyers Witin 
Gordon Graves & Co. 


William T. Meyers has become 
ussociatea with Gordon Graves & 
'Co., 30 Broad Strect, New York 
| City, in the trading department, 
|Mr. Meyers was formerly with 
Reed, Lear & Co. 

& s 
William E. Pollock Go. 
Adds Arnold Gowan 

William E. Pollack & Co., Ine., 
20 Pine Street, New York City, 
announce that Arnold M. Cowan 1s 
now associated with them. He was 
formerly an officer of the Fidu- 
ciary Trust Company of New 
York. 





John G. Gallaher Dead 

John G. Gallaher, who for the 
last four years has been Vice- 
President and Pacific Coast Man- 
ager for Putnam Fund Distribu- 
tors. Inc.. of Boston, died at his 
home in Glendale, Calif., on Fri- 


day, Nov. 25. 
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Joseph A. McFadden, seamnene | 


Assistant Vice-President, has been 


appointed Vice-President of the | 


Chemical Bank & Trust Co. of 
New York, according to an an- 
nouncement made on Nov. 25 by 
N. Baxter Jackson, Chairman of 
the Chemical Bank. Mr. McFad- | 
den graduated from the Wharton 
School of Business and Finance of 
the University of Pennsylvania in 
1929, and since that time has been 
associated with the Chemical 
Bank. More recently he has been 
a general loan officer at the main 
office and on Dec. 1 he will be- 
come identified with the bank’s | 
30 Broad Street office. 


% 3 % | 


} 

Nathan C. Lenfestey, Vice-| 
President and Cashier of The Na- 
tional City Bank of New York, 
celebrated on Nov. 25 the 30th 
anniversary of his appointment as 
Cashier of the bank. Mr. Lenfes- 
tey, a graduate of Dartmouth Col- 
lege and the Amos Tuck School 
of Finance and Business Admin- 
istration, joined the National City 
in 1917. He was appointed Cashier 
on Nov. 25, 1919, and elected Vice- | 
President and Cashier on July 23, 
1940. 

On Nov. 28 The National City 
Bank of New York opened its new 
building at 89-50 164th Street, | 
near Jamaica Avenue, housing its 
Jamaica branch, formerly located 
on Union Hall Street. The build-| 
ing embodies the latest in banking 
architectural design. 








% 


E. Chester Gersten, President of . 
The Public National Bank and. 
Trust Co. of New York, announced 
that at their meeting on Nov. 23) 
the directors declared a regular | 
quarterly dividend of 50 cents per 
share payable Jan. 3 to share- 
holders of record Dec. 20. It was, 
further announced that subject to} 
the approval of shareholders at) 
their annual meeting on Jan, 17, | 
and the Comptroller of the Cur-| 
rency, the directors also voted to | 
increase the capital stock of the} 
bank by 10%, the additional shares 
to be distributed on Feb. 1 as a 
stock dividend to shareholders of | 
record Jan. 20, 1950. Transfer of | 
the amount required will be made | 
from undivided profits. Upon ap- | 
proval of the above, additional | 
funds will be transferred from un- | 
divided profits to surplus, thus | 
imereasing total capital and sur-)| 
plus from $22,000,000 to $24,000,- | 
000. The capital, now $9,625,000, 
will be enlarged under the plans | 
to $10,587,500. 

* o% | 

Irving Trust Company of New 
York announced on Nov. 21 the! 
election of William W. Pevear as| 


Assistant Vice-President of the | 


company. Mr. Pevear joins the| 
company’s staff to assist corre-| 
spondent banks and corporations | 
in the management of their in- 
véstment portfolios. In his new | 
capacity Mr. Pevear will not only | 
serve customers and prospects at | 
company headquarters but wil] | 
also travel throughout the United 
States. Mr. Pevear. who has had 
wide experience in the investment 
field, was for six years in the 


U. S. Government Bond Depart- | 
ment of the Guaranty Trust Co. 


of New York, of which he was 
Aesistant Treasurer. After leaving 


the Guaranty he continued in in- | 


vestment work as a Vice-President 


of Blair & Co. until early this! 


year. 
f * % ts 

. The New York State Banking 
Department reported on Nov. 10 
that the authorization by the 
béard, dated April 3. 1939. to the 
City Bank Farmers Trust Co. of 


New York to establish a legal 
common trust fund under the title 
“Statutory Common Trust Fund 
of City Bank Farmers Trust Co.,” 
was surrendered as of Nov. 9, 
1949. The board states that the 
Fund was never established and 
the authorization was surrendered 
in connection with the establish- 
ment of a Discretionary Common 
Trust Fund under Banking Board 
authorization granted Oct. 18, 1949. 
The establishment of the latter by 
the City Bank Farmers Trust Co. 
was noted in our issue of Nov. 3, 
page 1782. 
* * % 

Maurice Golay, Managing Di- 
rector and President of the Gen- 
eral Management of Swiss Bank 
Corp., died unexpectedly after a 
short illness on November 18 in 
Basle, Switzerland, according to 
advices received by the corpo- 
ration’s New York Agency. Mr. 
Golay, who was 58 years of age, 
joined Swiss Bank Corp., in its 
London Office in 1910, was trans- 
ferred to the Geneva (Switzer- 
land) Office two years later, be- 
coming Manager in 1920. In 1927 
he returned to England as Man- 


| ager of the London Office but was 


recalled in 1932 to Switzerland to 
assume the post of General Man- 
ager at the Head Office in Basle. 
In 1942, the bank, faced with 
problems created by the _ war, 
asked Mr. Golay to assume the 
functions of sole Managing Direc- 
tor and President of the General 
Management. He was particularly 
active as Chairman of the Board 
of Directors of LONZA, Electric 
and Chemical Works S. A., as 
President of the Union Generale 
pour l’Industrie in Geneva and as 
director of the S. A. l’Energie de 
l’Ouest-Suisse, Lausanne. He was 
a director of the Swiss Bankers 
Association. The Swiss Govern- 
ment had repeated recourse to 
his services and recently desig- 
nated him as a member of the Ex- 
ecutive Committee of the Federal 
Old Age Insurance Fund. Among 
international banks he was a Di- 
rector of Societe Commerciale de 
VOuest Africain Paris and the 
Union Europeene Industrielle et 
Financiere, Paris. 
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To further facilitate and foster 
trade and commerce between the 
United States and foreign coun- 
tries, a new corporation has been 
organized to engage in interna- 
tional banking and financial ac- 
tivities abroad. The new corpora- 
tion, with home office in New 
York, will operate under the 
name Bank of America. It is a 
wholly owned subsidiary of the 
Bank of America National Trust 
and Savings Association of San 
Francisco, the California statewide 
branch banking organization 
which will continue to operate its 
established branches in London, 
Manila, Tokyo, Kobe, Shanghai 


| and such others as may be estab- 


lished in the future. Formation 
of the new company was effected 
under Section 25(a) of the Federal 
Reserve Act, with approval of the 


| Federal Reserve Board, according 


to announcement by L. M. Gian- 
nini, President of both organiza- 
tions. Russell G. Smith, in charge 
of international banKing activities 
for Bank of America N. T. & S. A. 
will be executive Vice-President 
of the new corporation. 


= f ‘* 


It was announced: on Nov. 17 by 
Fred Berry, President of the North 
Side Savings Bank of New York. 
that Henry P. O’Connor has been 
appointed Assistant Secretary. Mr. 
O’Connor is in charge of School 
Savings. The School Savings De- 
partment of the North Side Sav- 


| ings Bank serves 28 schools in the 
Bronx. Deposits total to almost 
| $1,000,000 and there are over 27,- 
| )00 individual accounts. 
‘ 


A display of the New York 
Telephone Company, in the lobby 
of the main office of the East 
River Savings Bank, 26 Cortlandt 
Street, New York City, Nov. 18 to 
Dec. 16, will have audience parti- 
cipation. The observers will see: 
(1) How the dial telephone works; 
(2) Overseas telephone service; 
and (3) Colored telephones. Also 
a time-of-day telephone service 
and a special telephone for the 
hard of hearing will be demon- 
strated. The telephones of tomor- 
row are being exhibited, showing 
a palette of five plastic and three 
metallic colors which will be 
available. There are also four ac- 
tual telephones in the new colors. 

% % % 


Under the effective date of Nov. 
18, the Comptroller of the Cur- 
rency reports the consolidation of 
the First National Bank & Trust 
Co. of Freeport, N. Y. (capital | 
$215,000) and the First National 
Bank of Merrick, N. Y. (capital 
$300,000), under the charter of the 
Freeport bank and under the title 
of “The Island National Bank of 
Freeport.” The initial capital 
stock of the consolidated bank 
will be $750,000, divided into 
37,500 shares of common stock of | 
the par value of $20 each. The 
initial surplus of the consolidated 
bank will be $750,000, with initiai 
undivided profits and reserves of 
not less than $200,000. The Comp- 
troller’s office likewise makes | 
known the issuance on Nov. 18 of 
a certificate authorizing a change 
of title of the consolidated bank | 
to “The Meadowbrook National | 
Bank of Freeport,” said change | 
having become effective as of the 
opening of business on Nov. 21. 
The issuance of a further certifi- 
cate is also indicated authorizing 
the consolidated bank to establish | 
a branch at 15 North Merrick | 
Avenue, Merrick, N. Y., to be) 
known as the Merrick office. 








The Hempstead Bank of Hemp- | 
stead, Nassau County, L. L, N. Y., | 
announces the opening of a branch | 
office in Levittown, N. Y., on) 
Nov. 26. 

a , % 

Incident to the proposed merger 
of the State Bank of Sea Cliff, at 
Sea Cliff, N. Y., into the Nassau 
County Trust Co. of Mineola, 
N. Y., the New York State Bank- 
ing Department on Nov. 14 an- 
nounced that on Nov. 10 on appli- 
cation by the trust company for 
the maintenance of a branch at 
Sea Cliff had been filed. 

zit % of 

Oswald G. Schutrum has been 
appointed an Assistant Vice-Pres- 
ident of the Liberty Bank of Buf- 
falo, N. Y., as officer in charge of 
the bank’s new office in Williams- 
ville, N. Y., which is to be opened 
Dec. 3. Announcement of. this, 
said the Buffalo “Evening News” 
of Nov. 16, was made by George | 
C. Kleindinst, President of the | 
bank. Arthur Ward will be Man-| 
ager of the new office and Charles | 
E. Keily, Assistant Manager, it is 
stated. 
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John Boyd Thacher, 2nd, was 
elected President of the City & 
County Savings Bank of Albany, 
N. Y., on Nov. 14, succeeding the 
late Louis F. Hartmann. Mr. 
Thacher advances from the post 
of Vice-President of the bank. 
According to the Albany “Times- | 
Union” Mr. Thacher is in his sec- 
ond term as President of the Al- | 
bany Chamber of Commerce; he 
is senior partner in the law firm of 
Thacher, Casey & Honikel, and. 
'was formerly Mavor of Albany, ! 
Land Judge of the Children’s court. | 

’ ra ‘ 

The election of Herbert A. Jones 
as a trustee of the Home Savings | 
Bank of Albany, N. Y., was re- 
ported in the Albany “Times- 
Union” of Nov. 15. which notes 
that Mr. Jones is Vice-President 








Trust Co. of Philadelphia, effec- 


| the Board 


B. Congden, 


{Bank and Trust Company of: 


of the National Commercial Bank | 
& Trust Company of Albany, and 
also a director of the Albany In- 
surance Company. 

% % % } 

A Spring Glen branch, Hamden, 
Conn., of the Connecticut Savings 
Bank of New Haven, Conn., was 
opened on Nov. 15. Carleton B. 
Smith is manager of the branch, 
which offers deposit and loan fa- 
cilities, as well as savings bank 
life insurance, it is learned from 
the New Haven “Evening Regis- 
ter.” Robert A. Babcock, Secretary 
of the bank states that as of close 
of business Nov. 14, total deposits 
both main office and branch were 
$75,799,634 and total assets $85,- 
542,304. 

¢ a % 

In reporting in its Nov. 14 Bul- 
letin the placing of the Irvington 
National Bank of Irvington, N. J., 
in voluntary liquidation on Nov. 
4, the Office of the Comptroller of 
the Currency reported the bank’s 
common capital as $150,000; pre- 
ferred stock “A” (RFC) $230,000 
and preferred stock “B” (local) 
$50,000. The absorption of the 
bank by the Fidelity Union Trust 
Co. of Newark, N. J., was referred 
to in our Oct. 20 issue, page 1559. 

Gary M. Underhill, Executive 
Vice-President of the Charter 
Bank of Philadelphia, has been 
elected a Vice-President in the 
banking department of the Girard 


tive Dec. 1. Prior to his connec- 
tion with the Charter Bank in 
July, 1948, Mr. Underhill was Ex- 
ecutive Director of the Consumers 
Bankers Association. 


On Oct. 31 the Clayment Trust 
Company of Claymont, Del., was 
merged with the Wilmington Trust 
| Company, of Wilmington, 
| under the title and charter of the 
| latter institution. As a result of 
ithe merger the offices of the Clay- 
ton Trust will be operated as a 
branch of the Wilmington Trust | 
according to the Nov. 5 advices ol 
of Governors of the 
Federal Reserve System. 





George B. Earnshaw, 42 years 
of age, Vice-President of the Na- 
tional Metropolitan Bank of Wash- 
ington, D. C., died on Nov. 15, col- 
lapsing, it is stated, apparently of 
a heart attack, while hunting 
quail. Mr. Earnshaw, the Wash- 
ington “Post” says, had been with 
the bank for about 19 years, the 
last five as Vice-President. It is 
also stated that he was a former 
President of the Washington 
Chapter of the American Institute 
of Banking, of which he had been 
Treasurer, First Vice - President 
and a Governor. 


Edward L. Maas has become As- 
sistant Vice-President in the in- 
vestment division of the trust de-| 
partment of the National City 
Bank of Cleveland, Ohio, it was 
announced on Nov. 21 by Sidney 
President of the 
bank. The Cleveland “Plain 
Dealer” of Nov. 22 indicating this, 
stated that for several years Mr. 
Maas was with the New York 
Trust Co. engaged in statistical 
and investment work. During 
World War II he served with the! 
Army Air Forces and after the| 





| war he returned to trust and in-| 


vestment work in Boston. 


The election of Edward C. Doll, | 


| President of the Lovell Manufac- | 
| turing Co., Erie, Pa.. and the re-| 


election of John D. Bainer, Presi- | 
dent of the Merchants National | 
Meadville, Pa., to the board of | 
directors ot the Federal Reserve | 
Bank of Cleveland was announced | 
on Nov. 17 by Chairman George! 


C. Brainard. Both men were chos-} 


‘en for terms beginning Jan. 1,} 


1950, and ending Dec. 31. 1952, by 
member banks in Group 2, con-| 
sisting of banks having capital and | 
surplus of more than $300,000 and 
less than $2,000.000. Mr. Bainer is 
a Class A director represent; 


ing 


Del., | 


| President of 


banks, and Mr. Doll is a Class B 
director representing industry in 
the Fourth Federal Reserve Dis- 
trict. Mr. Doll will succeed Ross 
Pier Wright, a director of the 
Federal Reserve Bank of Cleve- 
land since 1917. Mr. Wright, who 
was 75 years of age on Aug. 22, 
had announced he did not wish to 
be reelected. He is Secretary- 
Treasurer, plant manager and di- 
rector of the Reed Manufacturing 
Co. of Erie, Pa. 
oh 


ve 
bd 


Arthur Hawes Lindsay, Honor- 
ary Chairman of the board of the 
Marine National Exchange Bank 
of Milwaukee, Wis., died on Nov. 
25. He was 87 years old at his 
death, and in his 7lst year of 
banking in Milwaukee. He re- 
mained active in his banking af- 
fairs, having presided at the di-’ 
rectors’ meeting as recently as 
April 14, according to the Mil- 
waukee “Journal’ of Nov.: 25, 
which states that he started as a 
messenger at the old First Na- 
tional Bank in 1878. The ‘Journal’ 
further said: 

“A year later he became a clerk 
at the Marine Bank and remained 
there until 1893, when he went to 
the Wisconsin National Bank. In 
1900 he returned to the Marine 
Bank as Cashier. He became Vice- 
President in 1911, President in 
1930 and Chairman of the board 
later the same year when the Ma- 
rine National Bank and the Na- 
tional Exchange Bank joined to 
form the present Marine National 
Exchange Bank. In 1942 Mr. Lind- 
say become Honorary Chairman 
of the board. 

% % *% 

Announcement of the election 
of Charles N. Christiansen as 
Vice-President of the Marshall & 
Iilsley Bank of Milwaukee, Wis., 
has been announced by Charles F. 
Iisley, Chairman of the Board of 
the bank. In making this known, 
ithe Milwaukee “Journal” of Nov. 
| 9 stated that Mr. Christiansen was 
elected an Assistant Vice-Presi- 
dent in January, 1945. He entered 
the service of the bank in 1914 as 
messenger, and became an Assist- 
ant Cashier in January, 1930. 

Henry E. Atwood, President of 
the First National Bank of Min- 
neapolis, Minn., and Homer P. 
Clark, Honorary Chairman of the 
Board of the West Publishing Co., 
St. Paul, were on Noy. 15 named 
directors of the Federal Reserve 
Bank of Minneapolis, Minn. Rog- 
er B. Shepard, Chairman of the 
Board, announced their election 
following balloting by Ninth Fed- 
eral Reserve District member 
banks. Mr. Atwood is a new mem- 
ber of the 9-man board while Mr. 
Clark was reelected to the posi- 
tion he has held since 1941. Both 
men will serve three-year terms 
beginning Jan. 1, 1950. Mr. At- 
wood was elected a Class A—or 
banker—member of the Board to 
succeed Clarence E. Hill, Chair- 
man of the Northwestern National 
Bank of Minneapolis, Minn., who 
was not a candidate for reelection. 
Mr. Atwood is a former Vice- 
President of the B. F. Nelson 
Manufacturing Co. and has been 
the First National 
Bank since 1945. For the past 
three vears, he has served- as the 
Ninth District representative’ to 
the Federal Advisory Council. Mr. 
Clark, associated with the West 
Publishing Co. since 1892 and a 
director of the Waldorf Paper 
Products Co., is a Class B direc- 
tor. 


On Nov. 14, the stockholders of 
the Liberty National Bank & 
Trust Company of Louisville, Ky., 
approved plans to retire all of the 
bank’s. preferred stock, namely 
$300,000 and to increase its 60,000 
shares of common stock to 72,000 
shares through the sale of 12,000 
new shares at $25 a share, or to 


ithe extent of $300,090. In -its is- 


sue of Nov. 5 the Louisville 
“Courier Journal,’ referring to the 
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proposals to be placed before the 
stockholders, said: 

_ “The plans also include rais- 
ing the par value of present com- 
mon stock from $22.50 a share to 
$25 by transferring $110,000 from 
the pank’s $210,574 undivided 
profits and by using $40,000 which 
is in a preferred-stock retirement 
fund. On Oct. 31 the bank had 
$1,350,000 surplus and $650,000 re- 
serves.” 


Samuel E. Ragland, Chairman 
of the Board of the First National 
Bank of Memphis, Tenn., since 
1943, died on Nov. 14. He was 75 


years of age. According to the 
“Commercial Appeal” of Mem- 
phis, Mr. Ragland, for 29 ‘years 


previously had been President of 
the First National Bank or of the 
old Centrai State National Bank 
with which it was consolidated in 
1926. When he was elevated to 
the Board Chairmanship six years 
ago, he was succeeded in the 
bank’s Presidency by Norfleet 
Turner, his son-in-law. In part 
the account in the paper from 
which we auote, by Robert Tal- 
ley, alse said: 

“Mr. Ragland became Pres-dent 


of the old Central State National | 


in 1914, after a year as its active 
Vice - President. He was made 
President of 
when it and the Central State Na- 


tional were consolidated under the | 


First National's historic name— 
a name that goes back to the in- 
stitution’s founding in 1864. 

“In 1940, Mr. Ragland was made 
a member of the Federal Advisory 
Council. He also was a member 
of the National Bank Division and 
the Executive Committee of the 
American Bankers Association.” 


The election of S. R. Young as a 
director of the Trust Company of 
Georgia, at Atlanta, is announced 
by John A. Sibley, Chairman of 
the bank. Mr. Young, it was noted 
in the Atlanta “Constitution” of 
Nov. 9 is head of three railroads, 
as follows: President and General 
Manager of the Atlanta & West 
Point RR. Co., and the Westeri 
Railway of Alabama, and Gencral 
Manager of the Georgia Railroad. 
On the board of the bank he suc- 
ceeds Charles A. Wickersham, 
who he also succeeded as General 
Manager to the railroads when 
Mr. Wickersham retired. 


James H. Dickson, Jr., Assistant 
Vice-President 
Georgia at Atlanta, Ga., has been 
appointed Manager of the bank’s 
new branch office, which was 


cpened in Atlanta on Nov. 15. Mr. | 


Dickson has been associated with 
the bank for seven years, said the 
Atlanta “Constitution of Nov. 13, 
which reports that he will be as- 
sisted in the branch office by Har- 
old J. Kelley, as Assistant Operat- 
ing Manager, and Hugh W. Haynes, 
Assistant Manager in charge oi 
the business development depart- 
ment. 


J. R. Parten, Chairman of the 
board olf the Federal Reserve Bank 
of Dallas, announced on Nov. 22 
that George L. MacGregor, Chair- 
man of the board, President and 
General Manager of the Dallas 
(Texas) Power & Light Co., has 
been reelected a class B director 
and J. Edd McLaughlin, Vice- 
President of the Security State 
Bank & Trust Co. of Ralls, Texas, 
has been reelected a class A di- 
rector of the bank, each for a 
three-year term beginning Jan. 
1. 1950. Mr. MacGregor has been 
active in the engineering and pub- 
lic utility fields for about 25 years. 
After serving for several years 
with the Westinghouse Electric Co. 
in East Pittsburgh, Pa., he entered 
the service of the Dallas Power & 
Light Co. as sales engineer in 
1929. becoming a director and 
Vice-President in 1939, Vice-Pres- 
ident and General Manager in 
1940, and President 1941. In 
1944 he 
the 


and 


in 


well 
Manager. 


as 


board, 
General 


as 


Mr. Mc- 





the First National | 


of the Bank of, 


was elected Chairman of 
President 


Laughlin has been active in the 
banking field throughout his busi- 
ness career. 


Security State Bank & Trust Co. 
of Ralls since 


proprietor and executive of “The 
McLaughlirs,” land holdings and 
investments. He owns and oper- 
ates farming and other properties 
in the South Plains area. 


bd 


Promotion of E. M. Carver to | 
Assistant Vice-President and D.) 


S. Lockie to Assistant Secretary 
of California Bank of Los Angeles, 
Cai., has been announced by 
Frank L. King, President. 
Mr. Carver, manager of the 
bank’s La 
since October, 1947, will continue 


at that branch as Assistant Vice- | 
President and Manager. He joined | 
the bank’s staff 20 years ago. Mr. | 
member of the staff | 
the | 
real estate loan department on his 
1948 from four year’s. 


Lockie, a 


since 1929, was assigned to 


return in 


Army service. 
soncinasimelelltttNAtaa ccs 


Louis W. Stayart V.-P. 
Of R. S. Hudson Co. 


DALLAS, TEX. — Louis W. 





Stayart has become Vice-Presi- | 
dent of R. S. Hudson & Co., Inc., | 


Gulf States Building. Mr. Stayart 


| was formerly an officer of James 
'& Stayart, 


Ine. 








With King Merritt & Co. 


(Special to THe FrnaNcIaAL CHRONICLE) 


LOS ANGELES, CALIF.—Wil- 


liam W. Babcock has become af- | 


tiliated with King Merritt & Com- 


pany, Inc., Chamber of Commerce | 


3uilding. 





D. Minster Opens 


to Tue FINANCIAL CHRONICLE) 


LOS ANGELES, CALIF.—Jos- 


Joseph 


(Special 


421 West Sixth Street. 





He has served as) 
Vice-Presicent and director of the | 


its establishment | 
in 1912 and also served as joint) 


Brea-Wilshire Office 


| Guvbert 








ir 
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Man’s 


























Bookshelf 





Business Income and (Price 
Levels: An Accounting Study— 
George O. May—Americacn In- 


stitute of Accountants, 270 Madi- | 


son Avenue, New York 16, N. Y. 
—Paper 50c. 

Collective Bargaining & Mar- 
ket Control in the New York 
Coat & Suit Industry—Dwight 
Fdward Robinson Columbia 
\Tniversity Press, Morningside 
Heights, N. Y.—Cloth—$3.50. 

Cycles: The Science of Predic- 
tion with 1950 Postscript — De- 
flation and Its Promise — E. R. 
Dewey and E. F. Dakin—Henry 
Volt & Co., Inc., 257 Fourth Ave- 
nue, New York 10, N. Y.—Cloth— 
$3.50. 


Economics of a Fourth Round 
Wage Increase—Dr. Jules Back- 
man Testimony on Behalf of 
Steel Companies’ Before the 
Presidential Steel Board—Paper. 

Foreign Exchange Regulations 
in Great Britain—Monetary and 
Economic Department, Bank 
International Settlements, Basle, 
Switzerland — Paper 40.00 Swiss 








francs. 

Governmental Mechanism fer 
ithe Conduct of United States 
Foreign Relations — The Brook- 
ings Institution, Washington 6, 
D. C.—Paper—s50c. 

Human Action: A Treatise on 


Economics—Ludwig von Mises 
Yale University Press, New Hav- 
en, Conn. —-Cloth—$10.00. 


| tion, 
|members to receive full commis- | 


E. M. Adams & Co. 


for | 


i Park Avenue. 


Midwest Stock Exch. 
Gnens Today 


CHICAGO, ILL.—Homer P. Har- 


grave, partner of Merrill Lynch, 
Pierce, 

'Clemens 
Gunn, 


Fenner & Beane, 
E. Gunn, partner 
Carey & Co., 


of 





Clemens E. Gunn 


Homer P. Hargrave 


Chairman and Vice-Chairman, re- 


spectively, of the Board of Gov- 
/ernors of the Midwest Stock Ex- 
| change at a Special Election of the 


Exchange. 


The following were elected to 
serve as Members of the Board: 

From Chicago: Andrew M. Baird, 
A. G. Becker & Co.; John W. Bill- 
ings; Walter J. Buhler; John R. 
Burdick; Ralph W. Davis, Paul H. 
Davis & Co.: Chancellor Dougall; 
Norman Freehling, Freehling, 


| Meyerhoff & Co.; Reuben Thorson, 
| Paine, Webber, Jackson & Curtis: 


Frederick M. Tritschler, First Bos- 
ton Corporation. 

From Cleveland: Lloyd O. Bir- 
chard, Prescott & Co.; Richard A. 


Gottron, Gottron, Russell & Co.; 
Theodore Thoburn, Hayden, Miller 


& Co. 


From Minneapolis-St. Paul: Mer- 
Cohen, J. M. Dain & Co.: 
Caldwell, 
Rice, 


rill M 
M. Phillips, 


Phillips & Co.; Robert M. 


cph D. Minster is engaging in a/R. M. Rice & Co. 


securities business from offices at | 


From St. Louis: 
Smith, Moore & 
{[saacs, 


Co.; John 


Brothers. 


The Midwest Stock Exchange | 
| PO eee 


officers 


will begin operations today, Dec 
1, 1949, when the above 
will take office. 

The new Exchange, 


a merging of the Chicago, St 


than 400 issues for trading. 


Corporations will be admitted | 
to membership in addition to in- 
Also 
“unrestricted | 
trading” in specific inactive stocks, 
whereby brokers may make pri-| 
vate transactions away from the| 
“Clear- | 
ing by mail” will also be featured. | 
This procedure, innovated by the | 
allows | 
| out-of-town members to telegraph | 
orders to the Exchange, receiving | 
and by} 
mail a summary of the transac- | 
out-of-town | 


dividuals and 
permitted will 


partnerships. 
be 


Exchange in these issues. 


Chicago Stock Exchange, 


a confirming telegram, 
thus enabling 


sion. 


A. M. Kidder Co. Add 


(fvecial to Tur Financia, Crnonicin) 





MIAMI BEACH, FLA.—Valen- | 


tine A. Ely is now with A. M. 
Kidder & Co., du Pont Building 
Miami. 





Adds 


(Special to THe FINaNciaAL CHRONICLE) 


PORTLAND, OREG.—Peter G. 


Sukalac has been added to the 
staff of E. M. Adams & Co., 
American Bank 


Building. 





With Security Associates 


1 to THe FinaNnctraL CHRONIC! 


oSpecia 


WINTER PARK, FLA.—Thomas 
C. Erb has become connected with | 
108 North { 

j 


Security Associates, 





and 


Cleveland, | 
Ohio, were elected to serve as| Governme 
| Federal bud 
|next July 1. 


{ 


NAM Proposes $33.6 Billion Budget in 1951 


Lane D. Webber, Chairman of its Government Spending Committee, 

holds current Federal budget could be reduced $7 billion, without — 

endangering national defense or impairing foreign commitments and 
essential government services. 


Proposing a drastic cut in Federal expenditures, the National 


Association of Manufacturers made public on Nov. 27 a study 
nt Snending Comnnittee, 


The NAM 
is made in the face of repeated 
statements by the Administration 
of plans to ask Congress to im- 
pose even heavier tax burdens on 
the American people, according to 
Lane D. Webber, Chairman of the 


mittee and Vice-President of the 
Southern California Edison Co.. 
Los Angeles. 


Mr. Webber said that a budget 
for 1951 of 
than $7 billion below total ap- 
propriations Congress has made 
for the current fiscal year—1950— 
“would amply provide for de- 
fense expenditures, veterans’ care, 


not impair essential government 
services, although it must be sub- 
ject to possible adjustments for 
housing, arms, and subsidy expen- 
ditures.” 

Emphasizi.y that continuous 
increases in government spending 
have “imposed a burden too heavy 
for the American people to carry,” 
and citing recent calls for “pump- 
priming” because of a slight busi- 





John H. Crago, 
A. 
Jr., Semple, Jacobs & Co., 
Inc.: Spencer H. Robinson, Hill) 


| 
formed by | 
Louis, Cleveland and Minneapolis- | 
St. Paul Exchanges, will list more! 


| ness recession, Mr. Webber said 
| the NAM is making three recom- 


| mendations intended to keep Fed-| Avenue. 


| ——___—__—— — 


Mortgages and 


! 
| 


get of $33.6 billion for the fiscal year 1951, 
proposal e——————— 


NAM Government Spending Com- | 


$33.6 billion—more | 


foreign commitments, and would | 


| contract 





by its 
which recommends a maximura 
beginning 





eral expenses within the proposed 
budget ceiling of $33.6 billion. 


These recommendations are: 


(1) That the greatest possible 
effort be made to develop a poliey 
of restricting public works, re- 
evaluating and revising programs 
for large-scale river basin devel- 
opment, for highway and airport 
aids, for reclamation, and for re- 
viewing the veterans’ hospital 
construction program — said by 
President Truman to be too ex- 
tensive. 


(2) That a determined effort be 
made to reduce the number cot 
Federal employees and eliminate 


|the duplicating and unnecessary 


agencies and activities. 

(3) That there be sharp curtail- 
ment of the practice of accumvu- 
lating large hidden costs through 
authorization and the 
granting of deficiency and supple- 
mental appropriations. 

—— 


Sebel Bache Staff 


(Special to THe FinanciaL Crrontcie) 


MIAMI, FLA.—Louis H. Beller 
has been added to the staff of 
Bache & Co., 96 Northeast Second 


Life Insurance Companies Reduce Purchases of 


U. S$. Securities 


In first three quarters of year acquisition of these classes of invest- 
ments declines 20% but total holdings because of fewer maturities 


show increase. 


| With the investment of just over six billion dollars in securities 
and mortgages in the first three quarters of this year, the U. S. life 


NEW INVESTMENTS OF 


|| Securities and Mortgage Investments 
of U. S. Life Companies 
in First Nine Months 
$7,726 
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$2,660 $2,375 
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insurance companies increased 
their holdings of these types by 
$2,375,000,000 during the nine 
months, the Institute of Life In- 
surance reports. 

“The new investments in se- 
curities and mortgages were one- 
fifth less than last year,” the 
Institute commented, “but the 
increase in holdings was very 
nearly as large as last year. This 
was due to a material reduction 
in maturities, refunding and re- 
placements this year. It was also 
a reflection of the greater in- 
vestment by the life companies 
in channels which do not len@ 
themselves so extensively to re- 
placement. During the past two 
years over six billions have 
been invested in mortgages, 
largely long term home mori- 
gages. The direct placement 
bond issues are likewise not 
usually subject short term 
replacement.” 

In the first nine months the 
life companies put $2,906,000,000 
into the purchase of the secu- 
rities of business and industry 
and $2,505,000,000 went into new 
mortgages. The nine months in-— 


to 


_vestments of the life companies are reported by the Institute as fol 


| lows: 
(000,000's Omitted) 
| Acquired Holdings——— 
Sept. Sept. 9 Mos. 9 Mos. Sept.30 Sept. 30 
| 1949 1945 1949 1948 1949 1948 
U. S. Government Securitie $70 $256 $426 $1,449 $15,283 $17,642 
Foreign Government Securities 64 2 127 173 1,479 1,456 
| $tate, County, Munic. Bonds (U.S.) 30 24 127 234 938 792 
Railroad Bonds (U. 8.) 6 13 92 188 2,954 2,906 
Public Utility Bonds (U. 8.) 33 156 985 1,286 9,305 7,932 
Industrial and Misc. Bonds (U, 8S.) 124 103 1,598 1,691 8,201 6,248 
Stocks (U. 8S.) 17 5 173 162 1,582 1,452 
Foreign Corporate Securities l 7 48 67 499 443 
World Bank Bonds 3 10 9g 55 53 
Farm Mortgages: Veterans Admin 1 3 8 29 28 
Othe: 21 20 240 226 1,097 96) 
Non-Farm Mortgages: FHA 118 104 977 802 3.182 2,050 
Veterans Administration 10 22 97 319 1,218 1,128 
Other 131 113 1,188 1,112 6,818 6,074 
Tota] Securities and Mortgages $626 $821 $6,091 $7,726 $52,640 $49,165 
Farm Real Estate 1 46 63 
Other Real Estate 19 21 174 204 1,143 952 
Policy Loan 3 33 3561 302 2,188 2.023 
Cash 852 994 
Other Assets 1,213 1,161 
Total Assets bude $58,082 $54,358 
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Social and Economic Implications 


Of Private Pensions Plans 


(Continued from page 21) 


production and the union might 
do better to stick to representing 
the worker on the job. 


Problem of Adequate Funding 

It is perhaps worse to promise 
security and fail to provide it, 
than not to promise it at all. Many 
current private pension plans are 
certain to disappoint the expec- 
tations aroused. When companies 
fail without having made provi- 
sion for sdequate funding; and 
when workers leave their jobs or 
lose them through permanent lay- 
offs and find they cannot take 
their pension with them; and, it 
this happens often enough, private 
pension plans will reap a whir!- 
wind. Many plans are quite un- 
sound. Unions anxious to make a 
quick showing and companies to 
cut costs have developec plans 
destined for eventual insolvency. 
The “New York Times” has 
warned editorially (April 9, 1949) 
“that the first major economic 
collapse will send them toppling 
with attendant disillusionment and 
hardship to those who counted on 
them for security.” 


One pleasant aspect of the tradi- 
tional issues in collective bargain- 
ing, like wages, hours and 
seniority, was that both industry 
and labor knew where they stood 
and the reasons therefor. Not so 
with pensions. Like Stephen Lea- 
cock’s hero, industry and labor 
have mounted their horses and 
ridden off like the wind—in all 
directions. 

Traditionally, like Samuel 
Gompers, most labor leaders have 


been suspicious of or antaganistic | 


to company-financed pension 
plans; while some of the larger 
companies have introduced and 
defended them. Today the same 
line is drawn, but the parties, like 
football teams at the end of the 
quarter, have reversed their goals. 
Certain strong unions have been 
driving for company-financed 
plans; and certain strong compa- 
nies have been attacking them. But 
the game is not over. Once com- 
pany-financed plans have become 
part of the status quo we may well 
find industry taking its customary 
stand vis-a-vis the status quo, 
and the unions playing their tra- 
ditional role of critic. This his- 
torical reversal of positions is 
explained in large part by the fact 
that private pension plans, unlike 
Janus, have more than two faces. 

Industry and labor are not 
unitary entities, and now (as in 
the past and in the future) not all 
industry and all labor view the 
problem alike—for tnis is a divi- 
sive issue. Division there has been, 
is and will be. Take the unions. 


Union members have no uniform | 
outlook on pensions. The pension 
issue pits the young versus the | 


ald; the short-service versus the 
long-service; the temporary ver- 
sus the permanent: the mobile 
versus the immobile. To some, 
pensions mean security; to others, 
@ fraudulent denial of current 
gains otherwise forthcoming. The 
schism in union ranks was high- 
lighted in the unprecedented ac- 
tion of the United Automobile 
Workers in 1947 in asking its Ford 
members which of two packages 
they desired—one including pen- 
sions or one including a larger 
wage increase. Nor do the leaders 
of the unions face a 
sion. Pension plans tie the mem- 
bers more strongly to the union 


both through gratitude and dis- | 


ciplinary influence; but they also 
tie them more to the individual! 
company upon whose continued 
success their security in aze in 
part rests. 


Ne Union or Employee Unity on 
Pensions 

_Among unions this same lack of 

single-mindedness exists. Con- 


simple deci- | 


ered sit idly by. 


trast the appearance of the issue 
to a strong union bargaining with 
a few large and relatively homo- 
geneous companies whose em- 
vioyees are steadily attached to 
their jobs, as against a weaker 
union dealing with a multitude of 
small, diversified and frequently 
transitory employers, whose em- 
ployees are distinguished by their 
mobility. Some unions are as 
much opposed to company-fi- 
nanced pensions as others are 
wedded to their advancement. Out 
of this divergence of policy may 
develop a new and _ interesting 
form of inter-union rivalrv. One 
union will obtain a pension plan; 
and the second a wage increase to 
offset the pension plan, since 
wage increases also have their 
devotees; and so on. 

Employers are not spared these 
convulsions. The attitudes of dif- 
ferent firms toward pensions vary 
as do their economic situations. 
Private pension plans look more 
possible to the older, larger and 
more prosperous firms than to the 


newer, smaller and more marginal | 


enterprises; and there are more of 
the latter than the former. 
Aside from cost, pension plans 


can hardly appear an unmitigated | 
| blessing even to companies most 


able to support them. Pension 
systems can contribute to em- 
ployee welfare and loyalty; but it 


is a rather strange doctrine for the | 


industry to embrace that employee 


welfare is primarily the concern of | 
the company, rather than of the| 


individual and of a series of other 
private and public bodies. 
Steel Industry Board has stated 
that business should “take care of 
temporary and permanent depre- 
ciation in the human ‘machine’ in 
much the same way as provision 


is made for depreciation: and in- 


surance of plant and machinery.”’ 


This is peculiar dogma to be hand- | 


ed down in a free society in which 
an important aspect of liberty 
has been self-ownership and self- 
maintenance by the human “ma- 
chine.” If the analogy of the com- 


pany and the machine is seriously | 
taken, the company will need to | 


do far more for its employees than 
should reasonably be expected of 
it: and the employee will need 
to accept more than can possibly 
be considered compatible with in- 
dividual independence. 


Pensions can help hold avail- | 


able to an employer a pool of 
workers into which he can 
when required; but this attach- 
ment can lead to demands for 
security in youth as well as in 
age—through the annual wage and 
equal division of work. 

Private pensions may seem at 
first glance one alternative to the 
“welfare state.’ Yet it would 
hardly be suggested that the 
present Federal old age insurance 
program be abandoned complete- 
ly. At most, private plans, by 
supplementing the Federal plan 
may hold down the flow of money 
through the Federal system by 
retarding its liberalizations. This, 
however, is by no means certain. 
Rather the reverse may hold true. 
Private plans may set higher and 
higher standards as pension 
plan chases pension plan 
in the collective bargaining 
process. The “whip-saw” tactic 
can be particularly’ effective 
here, for a greater claim for full 
equality of treatment can be made 
than in the case of wages, since 
basic needs of the aged vary less 
than job content. The argument 
for a “standard rule” can be force- 
fully made. 


mand that benefits to them be 
made available through govern- 
ment approximating as closely as 
possible the levels achieved by the 
covered workers. Further, these 
private plans will not long re- 
main uncontrolled. In fact, they 


The 


dip | 


Nor will the uncov- | 
They will de- | 


visions of the Internal Revenue 
Code, and demands for further 
control are not far off. They are 
being made by so widely respected 
an authority as Sumner Suichter 
(“New York Times Magazine,” 
October 16, 1949). Ultimately, 
rather than fending off the “wel- 
fare state,’ there will be both 
more ‘‘welfare” and more “state.” 


Time Dimension Causes Trouble 


The time demension 
trouble also. For the union, pen- 
sion claims seem a good device in 
a period when the cost of living 
is going down; but will they in 
the longer run when disappoint- 
ments and rivalries and worker 
attachments to employers make 
themselves felt? For the com- 
pany, a pension settlement may 
look like a low net cost method 
of settling the “fourth round”; 
out will 1. took so tavorable when 
the plans are competitively lib- 
eralized, Federal regulations de- 
scend, “employee welfare” takes 
on new forms and dimensions, and 
unions attempt to place pension 
plans on an industry-wide or 
area-wide basis, as the United Au- 
tomobile Workers Union is now 
doing in Toledo. 

Breadth of view makes it all the 
| more perplexing. When the lead- 
_er of a strong union looks beyond. 
|the ranks of his own members, 
toward other workers—the unor- 
'ganized, the casual workers, the, 
self-employed; or when the sutb- 
stantial employer looks beyond 
his own company to the thousands 
of little enterprises living day ‘to 
'day, private pension plans take 
om new faces and the mind be- 
/comes more unsettled. How one 
views private pensions depends so 
much on where one stands; how 
iong he looks, and the role he 
|assumes for himself. 

Actually, many companies and 
many unions are caught. They 
are prisoners of a spreading pat- 
tern. Reluctantly they acquiesce. 
Publicly they make one state- 
ment; and privately another. The 
13,000 pension plans are not a 
vote of confidence in the trend, 
but reflection of the inability or 
unwillingness to resist. 

If private pension plans were 
‘the only alternative to lack of 
any planned protection, the choice 
would be a different one; but an 
alternative does exist. 

Much of the bewilderment can 
be banished by taking a long-run, 
public view of the problem. 


Bargained Plans Not Adequate 


| It is not prudent to attempt 
| what cannot be accomplished. The 
desire for security in age cannot 
adequately be satisfied by collec- 
tively bargained plans. 

“The proper approach in our 
_judgment,” states “The New York 
Times” editorially (April 9, 1949), 
“is to make our governmental so- 
|cial security sufficiently compre- 
| hensive to reduce the need for the 
establishment of special pro- 
| grams through collective bargain- 
|ing.” This was the position, es- 
| sentially, taken by the Advisory 
|Council on Social Security ap- 
|pointed in 1947 by the Finance 
|Committee of the Senate. This 
| ommennttian included six persons 
'from industry, two from labor, 
|four from public agencies and 
five from academic life. This was 
the position taken also by the 
| House of Representatives at the 
| last session of Congress, when by 
|2 vote of 333 to 14 it sought to 
|expand the coverage and liberal- 
ize the benefits of the old age in- 
surance system. The Report of 
‘the Committee on Ways and 
Means, submitted to the House on 
August 22, 1949. stated in part: 


“There are increasing pressures 


for special pensions for particular | 


groups and particular hazards. 


| Without an adequate and univer- | 
are controlled already by the pro- ' 


sally applicable social insurance 


causes | 


system, the demands for security 
by segments of the population 
| threaten to result in unbalanced, 
|overlapping and competing pro- 
‘grams. The financing of such 
|plans may become chaotic, their 
‘economic effects dangerous.”’ 

| The advantages of the Federal 
insurance system are that it is 
fully contributory and universal 
in coverage; it treats like situated 
individuals alike; it permits full 
|mobility of workers; and it has 
_ adequate financial backing. These 
|considerations have led Sumner 
'Slichter to say: “The most satis- 
'factory arrangement for provid- 
|ing security for retired persons is 
the Federal old-age insurance 
|plan.” This is the opinion also of 
| Mr. C. E. Wilson, President Gen- 
eral Motors Corp., who has said 
recently: “Adequate Federal pen- 
|sions operated on a sound basis 


| would seem to be the real answer | 
the | 
|Gpinion additionally of Mr. Harry | 


'to the problem.” This is 
Becker, Director of the United 
Automobile Workers’ Social Se- 
curity Department in Detroit, 


who_has said: ‘The basic solution 


curity for the aged and the in- 
capacitated is through a Federal 
system of social insurance assur- 
ing an adequate level of benefits 
for all the people.” 

Private plans will undoubtedly 
always be with us; and it is im- 
portant to note that some are bet- 
ter, from a public point of view, 
‘than others. The plans pioneered 
Mey the Ford Motor Co. and the 
United Automobile Workers and 
by the Bethlehem Steel Corp. and 
the United Steelworkers of Amer- 
ica are preferable to that au- 
thored by the Steel Industry 
Board, since they include in them, 
as the Board plan did not, Fed- 
eral social security benefits. Thus, 
they can be gradually better fitted 
into a sound system. Plans which 
provide for 


ten and which do not lead to dis- 
crimination against the older 
worker in the labor market are 


do not vest, are not financially 
sound, and do encourage discrim- 
ination against the older worker. 
If choices are to be made, they 
should be in favor of the former 
rather than the latter attributes. 


An Over-All Approach Essential 
Good plans, whether public or 
private, are not enough. A more 
over-all approach is_ essential. 
Today there are eight persons of 
“working age” for every one over 
65; twenty-five years hence the 
ratio will be five to one. If we 
are to encourage the retirement 
cf all persons at age 65, or an even 
earlier age, as we are increasing- 
ly doing, and if we are to support 
them more adequately, there will 
be a most heavy burden on the 
backs of the working population. 
National production will be below 
what it might otherwise be if 
persons 65 and over remained in 
the labor market. It seems rea- 
sonably clear that the older work- 
ers do not wish to retire in any 
positive fashion; but rather, nega- 
tively, they desire to escape the 
insecurities which so often beset 
them in the labor market. Neither 
they nor the nation are advan- 
taged by what so often amounts to 
a compulsory retirement at age 65. 
Sixty-five is not a magic age. 
It is a convention of the labor 
market, unscientifically developed 
and accepted. Actually chrono- 
logical age is a rather poor indi- 
cation of physiological and psy- 
chological age. and it is the latter 
which relate the more to job per- 
formance. Instead of the class 
approach of throwing into a mass 
| without distinction all those 65 
| years of age and over, we might 
| better approach retirement on a 
| case-by-case basis, examining the 
|actual rather than presumed ca- 
|pacity of men to perform ade- 
|quately the myriad tasks in our 
economic system. 
In conclusion, I should like to 
| suggest: 





to the problem of retirement se- | 


reasonable’ vesting | 
which are adequately underwrit- | 


more desirable than those which | 


(1) That an adequate Federal 
social insurance program, as sug- 
| gested by the Advisory Council 
on Social Security to the Senate 
| Committee on Finance, be the 
basis for our national retirement 
_policy. We should not rely pri- 
marily either on bargained plans, 
lor state old-age assistance doles 
| which can simultaneously demor- 
|alize the recipients and the elec- 
torate. 
| (2) That private plans, which 
will almost certainly exist to sup- 
plement the Federal system, in- 
clude credit for Federal benefits, 
provide for reasonable vesting 
and proper financing, and be 
drawn’ so as not to hinder the 
older applicant in his search for a 
job; and that Federal labor law 
be revised so that, unless initiated 
by the employer, bargaining over 
pensions no longer be mandatory. 

(3) That investigations be un- 
dertaken directed toward the con- 
servation of the labor resources 
of older workers for their own 
sake and for the welfare of the 
nation. 

The place of the aged in so- 
ciety a long-run, national 
| problem. It deserves solutions 
‘fitting its characteristics. The 
| challenge is to perceive solutions 
|'which will preserve freedom and 
| opportunity while yielding such 
|reasonable security as employees 
‘and citizens have come to con- 
“sider appropriate. 


| en 


| Quick-Seai Products 
‘Offering Successful 


| Offering of class A common 
| stock of Quick-Seal Products, Inc. 
i has become effective upon com- 
| pletion of the sale of 35,000 shares 
| at $6 per share, according to ad- 
| vice received from the Pennsy]- 


| vania Co. for Banking and Trusts, 
| 





} 
| 
| 
| 


is 


escrow agent. The offering had 
| been subject to an escrow agree- 


| ment which necessitated the sale 
of a minimum of 35,000 shares. 
| J. H. Drass & Co., Inc., Sunbury, 
Pa.. will continue to offer the re- 
maining 14,900 shares at $6 per 
shares, less immediate commis- 
sion of 80 cents per share on take 
down. 

Quick-Seal Products, with 
headquarters in Shamokin, Pa., 
holds patents on and is engaged 
in the manufacture of a revolu- 
tionary type plug for use as a 
stemming and safety device in 
blasting operations and has po- 
tential use in coal mining and ex- 
cavating operations as well as 
many other uses where dynamite 
blasting must be confined to close 
quarters. Mass-produced in fire 
proof asbestos materials. product 
is said to have many advantages 
over traditional clay stemming 
methods. 

The duPont Company of Wil- 
mington is the sales agent for 
company’s products in the United 


States. 
Philip MacGuire With 


Ingalls & Snyder 


Ingalls & Snyder, 100 Broad- 
way, New York City. members of 
the New York Stock Excnange, 
announce that Philip F. MacGuire, 
member of the New York Stock 
Exchange, is now associated with 
the firm in its investment de- 
partment. 


With Adams-Fastnow Co. 
(Special to THe Frvanctat CHronicre) 
LOS ANGELES, CALIF.—Hugh 
D. Purcell is now with Adams- 
Fastnow Co., 215 West Seventh 
Street, members of the Los An- 
geles Stock Exchange. He was 
formerly with Blyth & Co., Inc. 


Rejoins Supple, Griswold 
(Speciai to Tre Frnanctat CHRONICLE) 
SAN FRANCISCO. CALIF. — 

John J. Collins has rejoined the 

'staff of Supple, Griswold & Co., 

235 Montgomery Street. He was 

recently with Mason Brothers. 
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publi t | l We are faced with a fact of mod- } Pere rene eee Poe) 
c program must be supple- r act of mod- | say 
mented by private plans in order ern life that we must orient our | be no reserve at all because you ii & 
atfairs and our attitudes toward | oo nin “ en Vebeoeet Gn be general recognition of the fact, , ent position should devote them- 
adequate retirement income. As Change. Indeed, we must even | bonds ee te ston the underlined by events of the past | selves.” 
Social Security Commissioner Ar- change | : - : : , 
which is occurring all around us | entin b aid t ‘i _ment’s fiscal affairs are clearly | standing development in the Man- 
ais Ol de eink guseiveds' pensions can be paid to millions | oy¢ of balance. hattan Company’s operations dur- 
insurance benefits are liberalized Our American labor unions are | ing i , | “It is only with a feeling of 
: 4 working is out of the current earn- : i 000 
so constituted in their structure | ings of thee who are working deep concern that one can view| capital funds by $10,458, 
mendations of the Social Security “Those earnings must pe reacued | - tirqugh sole of £00200 seamen 
Administration, they will still be reflect more quickly than almost | py some turm cf taxauon. That|™0nths, when business volume, 
any other institution in our so- | ' incomes and employ-| taken because the growth of the 
ample room for provision of addi- nay be paid by the employer or |/ment have been higher than ever bank’s deposits during the past 10 
tional benefit amounts through nomic needs ot our peopie. Union by the employee, but payroll taxes | , : : : 
| officers, like myself, who must) in either case are usually passed | ae war and an interval of boom Pepen eg hen i See 
As I pointed out earlier when , : b /on to the consumer in the price of | the Federal Govern-| its capitsl funds, seuss eae 
discussing why unions are seeking "emain constantly alert to the so- | the fini : he i i i 
g why S| had Gnd eeamende eubwenaiebesl oak ‘tial deficit. This deficit is signifi- | to them from profits during this 
bargaining agreements, the pres- : the taxes may be paid out of cor- | cant not so much because of its | period. 
ent social security set-up is like a the workers in ways ranging from | poration profits; they May be size but because it provides un- i i j 
sige grieventes te easier Ua* ; ] earnings this year are estimated 
present living costs and the needs : come or sales; they may be raised | the nation to experience a serious to be very close to. Ease 0 eee 
of people are considered. If this cated to constructive change, and | py a transaction tax as proposed | PUSiness setback: our ones wee : : 
we are dedicated to the democratic | : : . - sok Peenptere, - do not include net pros 
can be found in the fact that pub- ‘tion it must ultimately be, and the |assume gigantic proportions, This | its or losses on sales of securities 
lic assistance and not old-age change is achieved in this country. | question face fr: rj ‘ | 
; |q we are to face frankly | tease axe. ober serious dangers | init aitheni A 
part of our present national pro- attack on the problem of old-age | that tremendous burden without | 7 our fiscal position. During the $e S Gr 
e e . + . . | i i > j = 
gram. In 1940, when old-age security illustrate well our sensi- |deterring industry as well as the | period of high-level incomes, em Hal ys tuart oup 
$22 a month, they were slightly | and economic flux. | worker’s standard of living. It Tee yee ome page hte ey na 
higher than the average public In handling this problem, how- | the most expensive project of the ee Seer ee yas Be Halsey, Stuart & Co. Inc. heads 
; a group which is offeri - 
ever, since 1940, the cost of living , 7 of Blec 
has gone up about 70%. Old-age 
other hand, have gone up only $3 
or about 14%. Public assistance 
‘ the same period of time. We are 
today meeting the problem of old- 
itv. Even if Congress acts favor- 
ably on the present social security 
will still be far from adequate. 
American business has consis- 
in this matter. When organized 
labor was out urging in Congress 
curity programs, business not only 
was not helping us—it was 
business has likewise been remiss 
in meeting the need which Com- 
for adequate supplementary bene- 
fits through voluntary plans. 
breach and is vigorously promot- 
ing old-age security in two prin- 
the improvement of the national 
social security program. Second- 
at the present time, we are driv- 
ing for pension programs under 
Our basic position is a simple one. 
It is that Federal social security 
mum floor of retirement benefits 
for workers and for the rest of 
to this minimum protection, a 
worker is also entitled to receive 


to provide older workers with an beat gh AD egy heey thie 
find certainty in the - P year, that our Federal Govern- Mr. Baker reported, as an out- 
thur Altmeyer said in 1947: “Even Soon een Se ee, ee Sear way 
and within ourselves. “a 
'who have retired and are not ing the year, tne increase in its 
in accordance with the reeom- 
and their orientation that they re- | |the fact that in the past few ) ) i 
capital stock. This action was 
small and there would remain taxation may be on payrolls, It | COMSUmer 
ciety, the changing social and eco- . . 
|before, except for the period of | years had been much greater pre- 
voluntary plans.” 
‘stand for election every year, must | | thereafter, 
/ment has been running a substan- | than $19,000,000 had been added 
pension programs under collective “Through a profit-sharin lan | 
it is reflected and expressed by . : €?P ; ‘ 
The company’s net operating 
teaspoonful in a bucket when raised by general taxation on in- | Mistakable evidence — 
nomic demands. We are dedi- 
when they were $5,295,000. These 
point needs any re-emphasis, it in the Townsend Plan. But taxa- | in the absence of ruinous taxatio 
rules of the game by which such § : : ; . “aa 
/prospect is alarming enough but}! which this year will be negligible. 
insurance has become the major Labor’s early recognition and| whether our economy can stand 
insurance primary benefits were tivity and responsiveness to social | worker and reducing too much the | ployment and business volume, | Offers Utility Bonds 
assistance benefits of $20. How-| ever we quickly saw that it is|S0cial welfare proposal, for even | resenmabie cabs :cy te revi Sie 
insurance primary benefits, on the 
benefits have increased 110% in 
age security largely through char- 
legislation, retirement benefits 
tently shirked its responsibilities 
the passage of adequate social se- 
actively opposing us. American 
missioner Altmeyer pointed out 
The CIO has stepped into this 
cipal ways. First, we are urging 
ly, and this is a compelling need 
collective bargaining agreements. 
programs should establish a mini- 
the American people. In addition 
deferred compensation for his em- 


ployment by a company over 
period of years in the form of 
supplementary retirement bene- 
fits. 


It is not too frequently that I 
have an opportunity to talk before 
a group of people about some of 
the broader aspects of such a 
fundamental question as this one. 
I am grateful for this opportunity 
to do so and I would like, in my 


closing remarks, to step aside, in 


a sense, from the main highway 
of old-age security to look at the 
scenery a bit and to glance ahead 
on the road which we seem to be 
traveling. 

I believe that one of the most 
significant factors in modern liv- 
ing is our rapid change from an 
agricultural to an industrial civi- 
lization. Too often in our daily 
affairs we do not have the time 
or make the effort to appreciate 
the fact that many of our ideas 
and institutions originated in 


A 


broader than merely economic | the much-advertised program of 
security in old age, although this | free medical care for 140 million 


is an immediate requisite. The 
deeper question of the role and 
significance of the older people 
in our nation is involved. 


It is| Plan today. Federal old age insur- | 


people 
than $7 billion a year. 
“There is no uniform pension 


not sufficient merely to provide | @nce fails to cover millions and 
our millions of aged people with | looks to general taxation for a 
the bare necessities of life—food, | arge part of the cost. 


clothing and shelter. We want 


“The Railroad Retirement Sys- 


these people to continue to play|t€m is financed completely by 
an important role in our society. joint payment from employers and 


We want these 
healthy in mind as well as 
healthy in body. We want these 
people to feel that their role in 
society is a meaningful one for 
themselves and for 
men, 


In order to see that these goals 
are realized for these 11,000,000 
people we will have to re- 
‘evaluate our current institutions. 
For example, is our educational 
system today geared in any meas- 
ure to the needs of a growing 
adult population or is it. still 
largely limited to the education of 
children on the all too simple 
theory that “you can’t teach an 
old dog new tricks’? Do our 


people to be 


their fellow | 


employees, averaging about 6% 
apiece. Most of the cost is finally 
reflected in railroad rates and con- 
sumer prices, There are several 
Federal employees’ compensation 


funds; there is an Ohio State 
'teachers’ retirement fund: there 
are company funds which have 


existed a long time, like that of 
the American Telephone and Tele- 
graph Company. Should we try 


| to impose some uniform system? 


present health facilities provide | 


an adequate program 
prevention and medical care? 


of disease | 


We |... : 
© | vide special funds to be created 


in the CIO are now advocating a'| 


health 
insure that 


national which 


will 


program 


sons will not be aged and infirm, | 


but aged and able. Do our politi- 


cal institutions and our commuity | 


organizations absorb and _ utilize 


the skills, knowledge and wisdom | 


that this large segment of our 
population will offer? 


I do not know just now what | 


specific action labor may take on 
these and other social problems, 
but I feel confident that our av- 
proach will be consistent with the 
ideals which I have mentioned— 
constructive change achieved 
through democratic procedures. 
The immediate forecast in old- 
age security is for labor unions to 
devote much of their time to se- 


national Social Security program 
and supplementary retirement 


benefit programs through collec- | 


tive bargaining agreements. 


11,000,000 per- | 


curing enactment of an adequate | 


“T suggest that we should study 
the idea of a basic uniform Fed- 
eral plan frankly based on taxa- 
tion through current Federal tax. 
This tax could be on payrolls, but 
I doubt if it should be related to 
the future rise in payment of par- 
ticular employees. 

“In addition to this basic plan, 
we might even authorize and pro- 


,for particular industries and set 


up in a manner decided upon by 
| the employers and the employees 
,in such industries. The payments 
|might be made by employer or bv 
ernmployee, or both; out of profit 
or out of payroll: they might be 
| graded and provide specific sums, 
but I do not think they should be 
varied because of any change in 
the basic Federal plan. 

“Each class of payment ought 
to stand on its own base. Because 
these payments would usually be 
| passed on to the consumer, per- 
‘haps in case of industry ‘they 
should be limited to some total 
| percentage of payroll. 

“The whole subject is in such 
complete confusion today that it 
|\should receive the most careful 
study from the Senate Finance 
Committee when it meets in Janu- 
ary.” 


Brushaber Directo 
Albert B. Brushaber. a Vice- 





The broader role for labor. as| President and a_ director of The 


an. institution of our _ society, 


| First Boston Corporation, has 


| been elected a director of the Na- 


promises to be like that of a cock | tional] Union Fire Insurance Com- 


crowing in the morning. It is our 


role to awaken and develop an | 


intelligent interest in these vital 
problems. It is our role to ad- 
vance this interest by constructive 
actions within our nation and our 
society. 


pany of Pittsburgh. 





With Central Inv. Co. 
(Special to Tue Financtrat CHRONICLE) 
ST. PAUL, MINN.—Louis B. 
| Evans has become connected with 
'Centra] Investment Co. of Texas, 
| First National Bank Building. 





is estimated to cost less | 


| volume of its contingent liabili- 
| ties 


‘eal house to be put 


in the form of guarantees, | 
supports, pegs, subsidies, etc. 
Moreover, there has developed a 
determination shared by a large} 
segment of the people that the | 
government’s financial resources | 
shall be used without limit to| 
perpetuate the present level of 
wages, employment and national 
income. In this environment, 








the event of a depression vast) 


|raids on our Treasury would be 


made by many groups, which be- 
lieve that their claims for bonuses. 
relief, price supports and bounty, 
running into billions of dollars, 
could not and should not be de- 


nied. It is indeed remarkable how | 


little attention has been given to 
the question ‘Where is the money 
coming from?’ 

“Time is running out on the 
fiscal policies which were initi- 
ated when our national debt was | 
a small fraction of what it is to- 
day and which may have been ex- | 
pedient during war but in present | 
circumstances involve dangers so | 
great as to demand that no fur- 
ther compromise with sound fis- | 
cal practice be tolerated. It is, of | 
course, basic that the nation at- | 
tain a budget balance on current 
account at the earliest possible | 
moment and that the only safe 


is not by adding to the already 
onerous load of taxes on capital 
investment and enterprise but 
by reducing government exnendi- 
tures. In addition, it is imperc- 
tive that the ‘call’ which holders 


of over $100 billion of short-term | 


and redeemable government obli- 
gations have on Treasury funds 
should be limited by ceasing to 
offer redeemable savings bonds 
and by refunding other obliga- 
tions as they mature into market- 
able securities at rates of return 


sufficiently attractive to permit | 


the spreading of maturities fairly 


evenly over a considerable num- | 
ber of years ahead. Furthermore, | 


counsels of prudence should dic- 
tate that the scope and size of the 
commitments involved in the 
Treasury’s contingent 
be reduced sharply, for it is not 
by any means clear that they can 
be met except through sales to 
the Federal Reserve Banks of far 


more government securities than | 


those institutions can afford to 
buy without doing violence to the 
basic credit position of the whole 
nation. 

“It is time for the nation’s fis- 
in order—a 
task to which all citizens who 
perceive the dangers in our pres- 


, Otis & Co. 


‘there can be little doubt that in| Prich & Co.; American Securities 


/to 100% 


liabilities | 


000,000 Louisville Gas and Elec- 
tric Co. first mortgage bonds, 
series due Nov. 1, 1979, 254%, at 
102.375% and accrued interest. 
The group was awarded the bonds 

ov. 29 on its bid of 101.8875%. 

Associated in the offering are: 
A. G. Becker & Co. Inc.; Merrill 
Lynch, Pierce, Fenner & Beane; 
(Inec.); R. W. Press- 


Corp.; Coffin & Burr, Inc.; Greg- 
/ory & Son, Inc.; Stroud & Co., 
‘Inc.; Burr & Co., Inc.; The Illi- 
nois Co.; Putnam & Co.; Wm. E. 
Pollock & Co., Inc.; Stern Broth- 
ers & Co. 

Proceeds trom the sale of the 
bonds are to be applied to the 
redemption of $36,000,000 first 
and refunding mortgage bonds, to 
the prepayment of $976,000 first 
mortgage 5% bonds of a prede- 


|cessor company and to the pur- 


chase of the physical properties 
and investments of a subsidiary. 

The bonds will be redeemable 
other than for the sinking fund 
at prices ranging from 105.38% 
and for sinking fund at 
-_prices ranging from 102.48% to 
100%. 

Louisville Gas and Electric Co. 


is an operating public utility en- 


; © | gaged principally in the electric 
and sane way to accomplish this | 


and gas business in Louisville and 
surrounding territory having an 
|estimated population of over 
475,000. 


————-- ——- ~ om 


Davies & Mejia Adds 

(Special to Tue Financia, CHRONICLE) 

SAN FRANCISCO, CALIF. — 
Charles B. Grant has become con- 
nected with Davies & Mejia, Russ 





| 

| Building. members of the New 
| York and San Francisco Stock 
| Exchanges. 





Owen With McAndrew Co. 


(Special to Tue Financia CHronicre) 

SAN FRANCISCO, CALIF. — 
Ralph L. Owen has become as- 
sociated with McAndrew & Co., 
Inc., Russ Building. Mr. Owen 
was formerly with E. H. Rollins 
& Sons, Inc. 


G. L. Carmichael Opens 
BONNER SPRINGS, KAN.— 
Glenn L. Carmichael is engaging 
|in a securities business from of- 
| fices at 202 North Nettleton. 








‘Prudential Investment Co. 
DENVER, COL. — Harry B. 


Quinn has formed Prudential In- 
_vestment Co. with offices at 313 
| 14th Street. 
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Our First Line of Defense— 
A Sound, Solvent Economy 


(Continued from page 6) 
sions. If we are going to release 
f-om controls the German Gov- 
ernment we initiated, we should 
co it generously and not grudg- 
ingly. We must encourage this 
government and not tnake pos- 
sible the rising of another Hitler. 
Even though we now feel less 
fearful of a war with Russia, we 
cannot be less vigilant. America 
must remain strong militarily and 
econoniically. 


Our First Line of Defense 

This week it was stated in Eu- 
rope that our first line of defense 
is the River Elbe. I disagree. Our 
first line of defense is not the 
Elbe or the Rhine; it is a sound, 
selvent American economy. And 
that economy is now threatened. 

That brings me to a discussion 
of some domestic problems. Our 
foreign and domestic affairs are 
so closely related, you cannot dis- 
uss one without discussing the 
«ther. 

The people who settled this 
<ountry did not come here to es- 
tablish a government. They came 
to America to escape the tyran- 
mies of government. They were 
seeking liberty, not security. They 
were seeking an opportunity to 
enjoy freedom, the freedom ot be- 
tag let alone. They believed that 
every human being possessed cer - 
tain inherent and _ inalienable 
rights by the grace of God and 
“ot by the grant of any govern- 
rnent. To secure those rights, the 
people were willing to endure 
t:ardships aid, if necesary, sacri- 
tice their lives. 

It is not surprising that when 
their numbers increased and _ it 
became necessary to establish 
ome form of government, they 
grudgingly yielded powers even to 
jocal governments. They realized 
tnat if an individual lost his free-- 
mom, to him it was ‘ot material 
whether it was taken from him by 
mn individual despot or by a tem- 
porary majority. History had 
shown thet despots at times were 
beneficent, but mobs always 
were cruel. When in due time the 
“wecessity arose for a union of the 
States for the common defense, 
they carefully weighed every 
word of the drafted instrument. 
They adopted a Constitution 
“ranting limited powers to the 
federal Government, and speciti- 
cally reserved all other powers 
“to the States, resnectively, or the 
people.” Then in the Bill of Rights 
they specificaily prohibited the 
federal Government interfering 
with the People’s Rights. 

I would 
steeped in the history of our gov- 
ernment, py reciting testimony as 
to the intention of the founding 
fathers. Madison, Hamilton and 
Jay, in their letters appearing in 


“The Federalist,” Jefferson in his | 


many letters, and Jackson in his 
message vetoing the Clay Bill. 
proved beyond question the in 
tention and also the fears of the 
framers of the Constitution. For a 
century the warnings of these 
patriots against tne centralization 
of government were heeded by 
the American people. 


During that century we engaged | 


in wars, foreign and domestic, and 
suffered serious economic depres- 


sions. Jn these emerzencies extra- | lease or Marshall aid for us. We 
ordinary powers were granted the | 


Federal Government, but with the 
ending of each emergency the 
powers were withdrawn, so that 
tn 1907 Woodrow Wilson, in his 
“Constitutional Government in the 


United States,” could accurately 


write, “Moreover, what is vastly 
more important in contrasting our 
system with others, we have not 


concentrated our constitutional 


arrangements in the Federal Gov- 
ernment.” 
Spirit of Self-Reliance 
Disappearing 


But today is another day. The! 


spirit of self-reliance that ani- 
mated the early settlers and for 
more than a century inspired our 
people to exercise their initiative 
and develop this comtry, while 
preserving their independence, is 
unfortunately departing from the 
people. 

Too many people are asking the 
Federal government tc perform 
the functions of State govern- 
ments. Too many people want to 
lean upon the government, forget- 
ting that the government must 
jean upon the people. Too many 
people ave thinking cf security 
instead of opportunity. They secm 
more afraid of life than of death. 

We are engaged in a cold war 
with the Soviet Republic. It is a 
clash between two ideolozies—our 
system of free enterprise and 
Russia’s communism. Phe Soviets 
appeal to many idealists and to 
all the discontented in every 
country, including our own. Jn 
ihis battie for the minds of the 
people, communism must be 
fought on principle. We cannot 
defeat it by embracing socialism, 
which is but a step toward com- 
munism No great number of 
Americans wi'l make the jump 
from free enterprise to commu- 
nism. They can mcre easily be le‘ 
over a bridge of socialism into a 
pclice state. 

You cannot convince people 
who are inclined to communism 
of the superiority of our system 
of free enterprise merely by talk- 
ing about a high standard of liv- 
ing. In tnis world there are mil- 
lions cf peovle wno are more in- 
terested in liberty than in luxu- 
ries. We must emphasize the frec- 
dom of the indivdual who by his 
initiative has made America pros- 
perous. And we cannot very well 
boast of freedom under the Amer- 
ican system if we are going to 
change that system and force the 
people to surrender more liberties 
to a centralized government. 

In the greatest war in history 
this »~eaceful nation of free 
was quickly converted into the 
most terrific engine of destruc- 
tion. We came out ot the conflicc 
still strong; still free. I want 
America to remain strong and 
free. When we see the states of 
Western Europe and Great Brit- 
ain, which have embraced social- 
ism, unable to stand on their own 
feet and the very existence of 


their governments dependent | 
not bore this group, | 


upon the taxpayers of the United 
States, it would seem prudent for 
us to hold fast to our system of 
government that has proved ef- 
ficient in war and in peace, and 
put our financial house in order. 


Washingtcn Threatens Powers of 
Local Governments 
Instead of that, we are threat- 
ened with the concentration in 
Washington of the powers of local 
governinents, inciuding police 
powers, and with the imposition 
of creeping, but ever advancing 
socialistic programs. To pay for 
these costly programs we are go- 
ing to borrow more money. 
It is well to remember that if 
we but stumble there is no lend- 


will be all ci our own, like Cole- 
ridge’s Ancient Mariner, * Alone, 
alone, all, all alone. Alone on a 
wide, wide sea! And never a saini 
took pity on my soul in agony.” 

Many people are disturbed. But 
tnose who look with tear upon 
the trend of political thinking, 
nay as well be realistic. They 
should realize that if a proposal 
ior the spending of money is au- 
thorized by the Congress as pro- 
moting the general welfare, the 


men | 


probability is that under the deci- 
sions interpreting the general 
welfare clause of the Constitution, 
it will be sustained by the Court. 

Therefore, those who wish io 
preserve people’s rights and pre- 
vent the gradual abscrption of lo- 
cal governments by a big govern- 
ment in Washington, with result- 
ing restrictions upon our liber- 
ties, should look to the people. 

It will serve no useful purpose 
to argue to them about the repeal 
of federa! aid laws which are in 
operation and to which operation 
the States have adjusted their 
budgets. Nearly 46% of all money 
spent by the States comes from 
the federal treasury as grants in 
aid. The peoole are not apt to re- 
peal these laws. But we can op- 
pose their expansion until our 
budget permits it. And we can op- 
pese the adoption of new and 
costly programs that other gov- 
ernments have tried and now wish 
to abandon, It will serve no useful 
purpose to spend one’s time in 
criticizing the political parties or 
indivicuals responsible for the 
growth of the federal aid system. 
No party or individual is entitled 
to a monopoly of the blame or 
credit. 

Among the advocates of big 
government there are some wno 
honestly believe that local zov- 
ernments have failed to discharge 
their responsibilities. The failure 
of state governments to provide 
more efficient government, is gen- 
erally due to the fact that the 
Federal Government has stepped 
in and monopolized most sources 
of taxation. 

The Governors of the States are 
conscious of the responsibilities as 
well as the rights, of the States. 
If Congress will withdraw frorn 
fields of taxation traditionally re- 
garded as within the jurisdiction 
of the states, the Governors will 
have the states provide essential 
services at less cost to the people 
and less restrictions upon them. 

There is another greup: Those 
people who feel that government 
must play a greater role and yei 
are Opposed to a government do- 
ing everything. They do not know 
where the dividing line should be. 
To them I suggest that gevern- 
ment should step doing for people 
those things the people can do 
for themselves, or which can be 
done by local governments. 

There is still anotner group--a 
dangerous group. They are the 
selfish men who love power—the 
power to spend the money of 


|, other people. They are in every 


department and agency and they 
want to stay there, but they are 
interested not only in a job; they 
love po-ver. Tne bigger the gov- 
ernment, the more money they 
have to spend and the more power 
they have. 


Ever-Expanding Government 
Means More Taxes 

We would not have an ever- 
expanding government if the peo- 
ple were conscious of the taxes 
tney are paying to the Federal 
Goverament. When the govern- 
ment required em»loyers to with- 
hold income taxes from employ- 
ees, the government put the 
worker to sleep. 

Ask any wage earner the amount 
of the wage he earns and he will 
tell you the amount he receives 
in his envelope or pey check, 
and not ihe amount his employer 
actually pays for his services be- 
fore taxes are deducted for the 
Federal Government. The excise 
taxes are so well hidden that their 
burden is not appreciated by the 
average taxnayer. Not realizinz 
that they are paying the bill, they 
are easily misled into clamoring 
for more federal laws and more 
federal aids. They are misied into 
regarding the United Staies 
Treasury as a Christmas Tree 


| penditures for 


with the President and the inem- 
bers of Congress playing the role 
of Santa Claus. 

In the last fiscal year, in peace 
time, the Federal Gevernment 
collected $38 billion in taxes. The 
government did not live within its 
income. We spent $46 billion and 
had to borrow $2 billion to pay 
our current bills. 

We are continuing to spend 
more than our income. Without 
adopting any of the various new 
programs urged by those in 
power, it is conservatively esti- 
mated that during this riscal year, 
which will end June 36, 1950, we 
will spend $5 to $7 biilion more 
than our income. Ii Congress 
adopts those new »rcegrams no 
man can tell exactiv how much 
we will have to borrow, cor from 
whom we will bcrrow it. We do 
know the next generation must 
pay it. All of us shouid think more 
of the next Zzeneration end less ci 
the next eiection. 

What a heritage we will be- 
aueath to the children of this day. 
Our greed for welfare and secur- 
ity will deny to them the oppor- 
tunities we enjoy. Instead of 
fighting ireely for the future of 
their children, ihey will be forced 
to pay for the folly of their 
fathers. 

It would pe unfair to refer to 
the increased expencitures of the 
last fiscal year or the current year 
without reminding you that the 
major part of the expenditures is 
due to the national defense and 
te foreign aid programs resulting 
from the disturbed condition in 
the affairs of the world. 

We are forced to play a new 
role in world effairs. The bi-par- 
tisan foreign policies of tne gov- 
ernment should continue to re- 
ceive whole - hearted support. 
Those policies require adequate 
appropriations for national de- 
fense. We are properly rendering 
financial assistance for the re- 
habilitation of Western Europe. 
li should be continued. But I want 
Congress to carefully investigate 
these requests for aid. I have 
never knownadcpartmentor 
agency of the United States gov- 
ernment that did not ask for more 
money than it needed and I do 
not expect more care on the part 
of foreign governments. 

The cold war with the Commu- 
nists is given as the excuse for 
the increased expenditures of the 
zovernment, but it is not a satis- 
factory explanation of the vastly 
increased expenditures for other 
purposes. If you eliminate ex- 
national defense, 
foreign aid, and fixed charges like 
interest on the debt, vou will find 
that we are spending in one year 
$15 billion for civilian domestic 
functions of the Federal Govern- 
ment. 


In the four years of peace from 
June 30, 1945, throush June 30. 
1949, we collected $159,645,825,033, 
which is more than $2 billion in 
excess of the taxes collected in the 
12 years of President Roosevelt's 
administration from June 30, 1933, 
through June 30, 1945. That 12 
years included the great depres- 
sion and World’ War II. 

Instead of decreasing the num- 
ber of civilian government em- 
ployees, we have in time of nveace 
increased the number until there 
are now more than two million 
civilian employees, costing the 
reople .more than $62 billion a 
year, and the number is increas- 
ing daily. We have 65 departments 
and major agencies reporting to 
the President. We are making di- 
rect payment to 17,000,000 per- 
sons—one out of every nine of 
the total population. During the 
war the military establishments 
employed one civilian to every 
five men in uniform. Today they 
employ one for every two men 
in uniform. 

The Federal Government has 
organized and is operating more 
than 50 corporations with assets 
in excess of $20 billion, 10 times 
as large as our larjest industrial 


corporation, and engaged in many 
kinds of business. 

Big government is growing big- 
ger. 

Big government is more danger- 
ous than Big Business. Little gov- 
ernments can regulate big busi- 
ness and the United States gov- 
ernment can punish those who 
violate the laws against monop- 
oly, but it is difficult to regulate 
big government. 


Irresponsibility of Spenders 

The spenders, while deploring 
ceficit spending, assert as an ex- 
cuse that there was deficit spend- 
ing during the Roosevelt adminis- 
tration. That would not neces- 
sarily make iit right. But who 
can forget that in 1933 the banks 
of the nation were closed, farm- 
ers whose mortgages were fore- 
closed were deserting the farms, 
factories were idle and the unem- 
ployed walked the streets nungry. 

Only a spender with no sense of 
responsibility could fail to see 
the difference. Today the banks 
have more money on deposit than 
ever before in peace time nistory. 
I'armers are reasonably prosper- 
ous. Few factories are idle. More 
men are emvloyed than ever be- 
fore and the people are better fed 
and better clothed. It is rightly 
suid we have “unexampled pros- 
perity.” If our governmert cannot 
new live within its income, what 
will it do should we have a se- 
rious recession in business? 

Today our public debt amecunts 
to more than a quarter of a tril- 
lion dollars. Yes, I said trillion! 
Daily we are adding to that deb?. 
The interest on the debt is $5!» 
billion, which is more than all ex- 
penditures of government were in 
1933 

Should we have a depression 
and the people find it burdensome 
to pay texes for the $5 billion in- 
terest, we may hear the demand 
that the governinent substitute for 
the outstanding bonds, the green- 
backs of the government that bear 
no interest. We heard it in 1935. 
Should we yield to that demand, 
it would be the beginning of the 
end. 


Making the 
To justify 
our income, 


Small Man Smaller 
spending more than 
some persons speak 
of what the government is doing 
for the “little fellow.” Let me 
show you what the Federal Gov- 
ernment is doing to the little fel- 
low. The United States Govern- 
ment 1s making the small man 
smaller every day. 

If the “little fellow” sends a 
message by telephone or telegraph 
he pays a tax. If he travels by 
railroad or bus he pays a tax. If 
he buys en automobile, the sale 
price includes a tax. When he 
buys gasoline or oil he pays a 
tax. If he buys cigarettes, he pays 
a tax. If he goes to a football 
game or a baseball game 
he pays a tax. If his wife 
buys a pocketbook or cosmetics, 
she pays a tax, and if his children 
g0 to a movie, they pay a tax. 

The average working man must 
work 47 days a year to earn the 
money necessary to pay his taxes 
to the Federal Government: That 
is almost one day out of every 
week. If the new programs now 
seriously proposed should be 
adopted he will have to pay in 
taxes the equivalent of his. wages 
for’an additional 20 days, making 
67 days he will work each year 
for the government instead of for 
himself and his family. That is 
what the Federal Government is 
doing to the little fellow. 

If the spenders really want to 
heip the little fellow, they should 
allow him to keep more of the 
money he gets for his labor to 
spend as he pleases, instead of 
having it taken frem him and 
sent to Washington, to let bureau- 
crats sper.d as they think it should 
please him. 

Men intoxicated with power 
will never voluntarily surrender 
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the power to spend ithe money of 
other pecple. 

At the end of Worle War I, I 
participated in the drafting of a 
bill to repeal more than $15 bil- 
lion of appropriations made prior | 
to the armistice. Immediately I 
was subjected to great pressure to 
allow certain appropriations to 
continue in order that the money 
might be used for new peace time 
programs. After a hard struggle 
we passed the bill but not before 
some exemptions were made. 

I voted for the emergency re- 
lief ard work programs in 1933 


and in the succeeding three vears. | 


It provided work ior meny peop!e 
and did much good, but as it pro- 
gressed 1 realized the bad effect 
it had upon the morale of the 
people. In 1937, when conditions 
had improved, I wanted it 
stopped. That was true of others 
in the Senate and particularly in 
the House. There was 
pressure to continue it. Congress 
resisted the pressure and finally 
forced its termination, but it was 
a long ard bitter fight. 

Human nature does not change. 


single war tax now being collected 
unless forced to do so by public 
sentiment. 

Months ago when forced to de- 
cide between borrowing money 
for current bills or reducing ex- 
penditures, the government de- 
cided io borrow. Now we are 
threatened with more taxes. 

Our real trouble is debt and 
taxes. We cannot cure it by more 
debt and more taxes. We should 
devote to cutting expenditures 
some of the thought we are de- 
voting to taxing and borrowing. 

But cutting expenditures is not 
seriously considered in the exec- 
utive departments and new taxes 
will not be seriously considered 
in Congress. So deficit spending 
will continue. 

Dangerous as deficit spending 
is, it is not as dangerous as in- 
creasing taxes would be under ex- 
isting conditions. And there are 
reasons why, instead of increas- 
ing, we rust reduce taxes. 

The Marshall aid appropriations 
must taper off next year. When 
that occurs, if we have not re- 
duced taxes, the Bureau officials 
will have more money and will 
devise new programs to spend it. 
If we reduce taxes, even the most 
hardened spender should feel 
some restraint in adopting new 
programs which will necessitate 
borrowing more money. 

The Governors of the various 
states carn perform a great public 
service by demanding a reduction 
of war time taxes. They can bring 
home to a man a realization of 
the taxes he is paying, so that 
when a housewife says she does 
not know what has become of her 
money, he can explain that much 
of it has been taken to Washing- 
ton. 

The Governors can cause the 
people to realize that when a dol- 
lar is taken from them in taxes, 
only a small part of that dollar 
trickles back tc the State in Fed- 
eral aid. That is the “trickie back” 
system. It makes big government 
in Washington and makes beggars 
of the States. 

I want to see our Governors, as 
well as our Senators and Con- 
zgressmen, going to Washington 
with their hats on their heads, 
instead of going hat in hand, beg- 
ging for portion of the tax 
money their constituents have 
been forced to pay. 

The Governors have the confi- 
dence of their people. They have 
great prestige and can exercise 
their leadership to recover for 
“the states, respectively, and the 
people” the powers reserved to 
them by the Constitution. They 
can lay down and take it or stand 
up and fight. I hope they stand up 


and fight. 


a) 
a 


terrific | 


The State of Trade and Industry 


(Continued from page 5) 


returns to the industry, “The Iron Age,” national metalworking 
weekly, states in its current review of the steel industry. 


A check made by “The Iron Age” reveals that Chicago mills are | 


four to six days ahead of their 1946 post-strike performance despite 
the a that the tieup lasted six weeks this year against four weeks 
in 1 . 
weather, adequate cold iron supplies, better quality coal and lessons 
learned after the °46 tieup. 

Although the largest steel companies have not changed prices— 
and are not expected to for some months—several others have raised 
some quotations and more increases are likely. Last week one mid- 
western mill boosted semi-finished steel and narrow hot-rolied strip 
by $5 a ton. When higher prices are posted by the top producers 
the increase is likely to consist—at least in part—of major changes 
in “extra” charges. A complete revision in such charge on the way 
at U.S. Steel earlier this year was quashed at the last minute. Many 
steel officials feel such a revision is overdue, this trade authority 
adds. 

If its parts suppliers can get enough steel the auto industry 
expects to smash all first-quarter production records next year. Gen- 
eral Motors has already announced such a goal and is lining up 
conversion steel to back up its schedules. Just as it laid in an addi- 
tional three-weeks’ steel supply long before the steel strike, GM 
apparently does not intend to let shortages cut into its schedules. 


At least two of the independents have followed the GM lead on con- | 


version steel. 


The year’s biggest raw material news broke this week with 


The government will not repeal a} 2®0uncement that five American steel companies have joined a 


group working on development of Quebec-Labrador iron ore. The 


| project, this trade magazine points out, means investment of perhaps 


¢200.000,000 in railroad and other facilities. The new group plans 
to ship some 10,000,000 tons of ore a year from high grade ore 
reserves where more than 355,000,000 gross tons have already been 
proven. Eventually, more than a billion tons of ore may be un- 
covered in the district. 

Steelmaking scrap prices softened in many districts this week, 
sending “The Iron Age” steel scrap composite off $1 per ton to $28.92 
per gross ton. 

The American Iron and Steel Institute announced this week 
that the operating rate of steel companies having 94% of the 
steel-making capacity for the entire industry will be 87.8% of 
capacity for the week begivning Nov. 28, 1949, an increase of 9.5 
points from the preceding week. 

This week’s operating rate is equivalent to 1,616,800 tons of 
steel ingots and castings compared to 1,441,600 tons one week ago. 
A month ago the rate was 8.8% and production amounted to 
162,000 tons; a year ago it stood at 100.1% and 1,804,300 tons, and 
for the average week in 1940, highest prewar year, at 1,281,210 
tons. 


ELECTRIC 
WEEK 


The amount of electrical energy distributed by the electric light 
and power industry for the week ended Nov. 26 was estimated at | 


5,537,122,000 kwh., according to the Edison Electric Institute. 
represents a decrease of 107,313,000 kwh. under the preceding week 


Operators credited this year’s sharp comeback to better | 


OUTPUT DROPS BELOW LEVEL OF PRECEDING 


This 


WHOLESALE COMMODITY PRICE INDEX SCORES MODEST 
ADVANCE 


The daily wholesale commodity price index, compiled by Dun & 
| Bradstreet, Inc., moved slightly upward toward the end of the past 

week and finished at 246.11 on Nov. 22. This compared with 244.70 a 
| week ago and with 271.10 on the corresponding date a vear ago. 


| Grain markets developed a firmer trend last week, with corn 
leading in the upturn. The movement in cash markets was small as 
| farmers showed a tendency to withhold offerings in view of the fact 
that current prices are still well below government loan rates. 


Activity in wheat and corn was stimulated by the announce- 
ment of new ECA awards of funds abroad for the purchase of 
grains here. 

Except for moderate bookings of bakery flours at mid-week, the 
comestic flour market continued quiet, with export interest also 
slow. Coffee prices in both the spot and futures market turned 
downward the past week, although some leading chains continue? 
| their upward adjustment in prices of roasted coffee. Cocoa scored 
a further rise, aided by continued tightness in actual supplies. Lar2 
was slightly firmer despite a further dip in live hog values to new 
low ground since June, 1945. 

Market receipts of hogs were the heaviest of the season and 
prices went below government support levels for the first time. 


In the domestic cotton markets, prices continued to work moder- 
ately lower throughout last week. Offerings were quite heavy and 
were featured by profit-taking and liquidation in the December con- 
| tract. Offerings were well absorbed, however, aided by hedge- 
purchasing and mill price-fixing against export sales of cotton a= 
well as the continued activity in the cotton textile markets. 

Another favorable factor was the Bureau of the Census report 
showing consumption of cotton during Octeber at 726,000 bales, the 
largest in over a year. It compared with 710,000 bales in September 
and 697,000 in October, 1948. 


Reduced to a daily rate basis, consumption in October aver- 
aged about 35,000 bales per day. This was the largest since June, 
1948, and contrasted with 33,000 per day in September, and 33,500 
in October a year ago. 

Trading in domestic wools in the Boston market was somewhat 
more active last week, reflecting an improvement in demand from 
manufacturers, topmakers, and knitters. Fine territory wools were 
| purchased in good volume; more interest was noted in half-blood 
| wools. 





Prices trended firmer in the Boston market as well as in al} 
foreign primary markets. 
Competition was keen the Australian wool auctions wit? 
Russia the princival buyer. Imports of apparel wools entered at 
| Boston, New York and Philadelphia during the week ended Nov. 12 
represented 3,049,300 pounds, clean basis, as compared with 2,977,800 
the previous week. 


} 


in 


/RETAIL AND WHOLESALE TRADE REFLECTS IMPROVED 
TONE FOR THE WEEK 

| As cooler weather came to many parts of the nation, total con- 

sumer demand rose moderately during the period ended on Wed- 

nesday of last week, Dollar volume of sales was slightly below the 

/comparable 1948 level, according to Dun & Bradstreet, Inc. Retail- 

ing in many lines was marked by continuing Fall promotions. 
The demand for apparel increased slightly during the week. 


A. 


It was 187,955,000 kwh. higher than the figure reported for the) : ; : - : + nas 
week ended Nov. 27, 194%, and 553,683,000 kwh. in excess of the | DOticeable interest among women in sportswear and other specialties 


output reported for the corresponding period two years ago. 


CARLOADINGS UP 19.4% FROM WEEK AGO 


Loadings of revenue freight for the week ended Nov. 19, 1949, 
totaled 758.972 cars, according to the Association of American Rail- 
the 
preceding week, due to the resumption of full coal production and 


roads. This was an increase of 123,149 cars, or 19.4% above 


increased loadings of steel and ore. 


It represented a decrease of 99,117 cars, or 11.6%, below 


under the similar period in 1947. 


AUTO OUTPUT TOUCHES LOWEST WEEKLY TOTAL IN 1949 


According to “Ward’s Automotive Reports” for the past week 
motor vehicle production in the United States and Canada dropped 
, Total retail volume in the period ended on Wednesday of last 


to an estimated 74,946 units, the lowest weekly total of the year 
from a revised figure of 115,152 units in the previous period. 
The curtailed output reflects the Thanksgiving holiday and 
clesings by General Motors and other producers, Ward’s points 
out. 


The total output for the current week was made up of 60,417 
cars and 11,139 trucks built in the United States and 2,257 cars and 


1,133 trucks in Canada. 


The week’s total compares with 89,462 a year ago and 93,495 in 


the like week of 1941. 
BUSINESS FAILURES FALL IN HOLIDAY WEEK 


the 
corresponding week in 1948, and a decrease of 143,690 cars, or 15.9%, 


helped to offset the continued low response to offerings in the dress, 

| millinery and fur lines. Woolen skirts and girls’ broadcloth dresses 
were abundantly purchased following intensified promotions in these 
| items. Men’s Winter suits and overcoats were being sold in larger 
| quantities as seasonal weather returned to many localities. The sale 
of shirts remained steady, while articles of haberdashery generally 
became more popular. 


Retail volume in many lines of housefurnishings increased 
in keeping with seasonal expectations; over-all dollar volume 
was close to the figure for the similar week a year ago. 

Some increases occurred in many localities in the demand for 
china, glassware and mirrors; much interest was also manifested ™ 
lighting fixtures and major appliances. Television sales remained 
high except where shortages developed. 


week was estimated to be from 3 io 7% below that of a year ago. 
Regional estimates varied from the levelseof a year ago by the fol- 
lowing percentages: 

Midwest, Northwest, and Pacific Coast —2 to —6; New Eng- 
land +3 to —1; East —3 to —7; South —4 to —8; Southwest 
—8 to —12. 

Countrywide wholesale buying continued steady in the week, 
while the previous high level of sales in some commodities wes 
sustained. Dollar volume was down slightly as compared with the 
corresponding week in 1948. The number of buyers present at 


Commercial and industrial failures declined in the holiday-| wholesale markets was substantially lower than in the preceding 
shortened. week ended Nov. 24 to 148 from 183 in the preceding , week. 
week, according to Dun & Bradstreet, Inc. Although casualties Department store sales on a country-wide basis, as taken from 


were at the lowest level since September, they exceeded the 101 


and 79 which occurred in the comparable weeks of 1948 and 1947 


Cne-half as many concerns failed as in the similar week of prewar 


1939 when 300 were reported. 


Failures involving liabilities of $5,000 or more fell to 112 from 
138, but they continued above the 89 of this size which succumbed 
last year. Casualties with less than $5,000 in liabilities dipped to 36 


from 45, but were three times as numerous as a year ago. 


This week’s decline occurred principally in manufacturing where 
Whole- 
saling casualties rose one to 19. All industry and trade groups except 


casualties were down to 25 from 47 in the previous week. 


manufacturing had more casualties than last year. 


The Middle Atlantic, East North Central and Pacific States ac- 
Six of the nine 


counted for most of the decline during the week. 
major areas reported more failures than in 1948. 


WHOLESALE FOOD PRICE INDEX RISES 1.1% IN WEEK 


Continuing its up and down movement, the wholesale food price 
index, compiled by Dun & Bradstreet, Inc., advanced 1.1% to stand 
The current figure 
from the $6.38 recorded on the corre- 


at $5.74 on Nov. 22, from $5.68 a week previous. 
represents a drop of 10.0% 
sponding date a year ago. 


the Federal Reserve Board’s index for the week ended Nov. 19, 1949, 
.| decreased by 8% from the like period of last year. In the preceding 
week a decrease of 3% (revised) was registered below the like week 
of 1948. For the four weeks ended Nov. 19, 1949, sales registered a 
decrease of 6% from the corresponding period a year ago and for the 
year to date a decline of 6%. 

A sharp increase in retail trade was noted here in New York 
the past week with department stores trimming the decrease 
from a year ago to ahout 2 or 3% for the week. 

According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period to Nov. 19, 1949, 
decreased by 7% from the same period last year. In the preceding 
week a decrease of 3% was registered below the similar week of 
1948. For the four weeks ended Nov. 19, 1949, a decrease of 6% 
was reported under that of last year. For the year to date volume 
deceased by 8%. 

NOTE—On another page of this issue the reader will find the 
most comprehensive coverage of business and industrial statistics 
showing the latest week, previous week, latest month, preylous year, 
etc.. comparisons for determining the week-to-week trends of con- 
ditions, by referring to “Indications of Current Business Activity.” 
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Tomorrow’s 
Markets 
Walter Whyte 


Says — 
ict WALTER WHYTE 
action continues 


Market 
mixed, though majority re- 


gard future with optimism. 

















This is a wonderful market 
to be long of—if you’ve got'| 
the right stocks. If you 
haven't, it’s like tonguing 
your sore tooth to see if the) 
pain’s still there. The tooth | 
still hurts and the stocks most | 
people are long of are still) 
there, doing nothing, except) 
giving you conniptions be- 
cause they refuse to go up| 
while everybody else’s are. 
making new highs. | 

% “% “i | 


Last week the much- 
watched Dow industrial aver- 
ages went up to a new high} 
and you could hear the I-told- | 
you-so’s in whatever board | 
room you frequent. The fact | 
that the rails didn’t go up|! 
was complacently regarded 


with the quaint philosophy 
that “they’re bound to be next 
—because they’re due.” 


Clairvoyants of every stripe 
shout daily about how good 
the business outlook is; 
Christmas buying will be the! 
biggest in the nation’s history, 
and so conclude that there’s 
only one way for securities to 
go, and that is up. | 


a 


All this is very comforting. | 
I too like my wrinkled brow 
to be smoothed and be told 
not to worry, because every- 
thing was going to turn out 
lovely. But having been 
through these fretful periods 
before, I can’t help but won- 
der how much of this polly- 
anna stuff to believe. 


%* 
. 


ae 


In a creeping bull market, 
which everybody assures me 
this is, experience tells me 
that ex-dividends are made up 
right away or in a very few 
days. Since this market has 
turned up, I have seen very 
few ex-dividends made up at 
all. The two prime examples 


‘terested in. 


are Deere and General Mo- 


tors. The assumption is that 
new buyers are not attracted 
by the largesse of certain 
companies, possibly in the be- | 
lief that the new dividend 
rates will not be sustained. 
Perhaps that isn’t the reason 
at all. But reasons, though 
interesting, are seldom con- 
vertible into cash, or profits. | 
And it is the latter I’m in- 


* % 


4 


I can go on like this for a| 


Railroad Rates, ICC Policy and Featherbed 
Rules—The Need for an Investigation 


(Continued from page 4) 
ers average 
paid groups in the country, the| 
Post Office workers are among 
the lowest paid. Railroad workers 
as civil servants could not be or- | 
ganized as a pressure group. They 
would then suffer because the) 
farm bloc controlling more votes, | 
would outweigh the railroad work- 
ers’ vote. There would be no in- 
vestors left to exploit, so that the | 
burden would fall on the Treas- 


among the highest | 


per day for engineers and firemen 
and for freight conductors and 
brakemen, and 150 miles per day 
for passenger conductors and 
brakemen. 

Even though the road crew had 


/no influence on the train’s speed, 


yet as speeds increased, wages and 
labor costs rose. The conductor 
and trainmen are carried along, 
like any passenger. Strangely 
enough, the Pullman conductors 


| and porters, employees in the din- 


few more columns. it will 
only add up to the minority 
opinion that the market is not 
going up; at least not from 
where I sit. 


s' 
bad 


This means that new buy- 
ing at these levels is not rec- 
ommended. It also means that 
I think prices are going lower. 

%* %* 

At the beginning of this 
column I said a few stocks 
look okay, for the time being 


* 


at any rate. You have two of | 


them, American Smelters and 
Denver Rio Grande. So long 


as they hold up better than | 
If they | 


the market, hold on. 
don’t, their automatic stops 
will take care of them. Smel- 
ters was bought at 46. Its stop 
is 47. Its current price is 51. 
The rail came in at 23 with a 
stop at 27. It made a new 
high last week of 29 but is 
now close to its stop. 


More next Thursday. 


—Walter Whyte. 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.] 


Alfred J. McGowan With 
Seligman, Lubetkin Co. 


Alfred J. McGowan is now as- 
sociated with Seligman, Lubetkin 
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Alfred J. McGowan 


! 

| & Co., Incorporated, 41 Broad 

| Street, New York City, in its 

_ trading department. Mr. McGow- 
an was formerly with J. G. White 

| & Co., Inc., and the New York 

| Hanseatic Corp. 


William Urban With 
Bacon, Stevenson Co. 


ury. On the nationalized British 
railroads, the workers recently 
asked ior an increase but the gov- 
ernment flatly rejected the de- 
mands. 

But subsidies to competitors are 
not the only cause of traffic di- 
version. Costs are raised by loca] 
governments. In the elimination 
of crossings at grades and the pro- 
tection of grade crossings, the 
railroads are required to pay most 
of the costs even though the U. S. 
| Bureau of Public Roads recom- 
| mended that the railroads’ share 
be limited to 10%. These services 
are for the benefit of its sub- 


The cost of making grade cross- 





ing car and mail clerks, work on 


age or speed at which they are 
being carried. The same applies 
to the waterways, airways and. 
generally, on buses. 

It is argued that the mileage 
basis of pay is an incentive to 
bring the train in on time. This 
argument seems unsound. On the 
same theory, the engineer should 
bring the train in ahead of time 
to get through with his day's 
work. The fact is that the sched- 
ule and time table determine the 





speed. Prompt arrival of trains 


sidized competitors, the buses and | could be achieved by bonuses or 
trucks who use the public high- | rewards for better than average 
days for their private business. | performance 


and penalties for 
very poor performance. In shops 


ings and of protecting crossings! and factories there are numerous 
raises the railroad rates. The tetal | wage 


systems to improve the 


|amount is equivalent to the divi- | Guantity and quelity of work. 
| 


nds on the railroads. 


| de 
| Competition not only 


lowered 


| increase of competitive traffic, the 


(railroads have been compelled to | 
| increase their expenses to protect | 
competitors | 
or else the public through taxa- | 
| fair average day’s run with mod- 
|ern locomotives. 


crossings. ‘The new 
tion should pay at least in part 


| for this protection. 


rates but increased costs. With the | 


Railroad costs are also raised by | 


| unprofitable branch lines. 
of these earn less than the local 
taxes. Yet, the 
abandon them owing to the pres- 
sure of local communities 


| 


Other shippers and pas- 
are thus subsidizing a 


the loss. 
sengers 
locality. 

State laws enacted under politi- 
cal pressure of the railroad broth- 
erhoods increase costs, as for ex- 
ample, the excess crew laws ef- 
fective in New York, Ohio, Indi- 
ana, and other States which re- 
quire more employees than nec- 
essary. 

Costs and rates are increased by 
taxes. Taxes rose from $157 mil- 
lion in 1916 to $1,029 million in 
1948, compared to net railway 
operating income of $1,002 mil- 
lion. State and lecal taxes alone 
|}amounted to $305 million com- 
pared to dividends of $289 million. 
According to Supreme Court de- 
| cisions, the rate of return on net 
|property investment is figured 
| after taxes. Taxes are an item of 
|cost which must be taken into 
(account by Commissions. Again, 
the railroads are taxed for the 
benefit of their competitors. The 
| railroads pay local property taxes 
| which are used by the municipal 
or Port Authorities to build bus 
terminals and airports, like Idle- 
| wild and LaGuardia. 

The dual basis of pay has great- 
|} ly increased wage costs. Under the 
; dual basis of pay, the worker is 
| paid either by the hour or the 
'mile, whichever gives him more 
wages. 





Some | 
| wage for all the road crew. 
railroads cannot | 
| speed. 
who | 
/insist on railroad service despite | 





On most runs he does his | 


day’s mileage or stint in less than | 

ight hours. On some runs he re- | 
|ceives two or three days’ pay for | 
|one day’s work. On fast runs, as! 


|} between New York and Washing- 
,ton, the road crews, engineer, 
| fireman, conductor and brakeman, 


Bacon, Stevenson & Co., 39} work one day and lay off two. | 


| Broadway, New York City, mem- 
| bers of the New York Stock Ex- 
change and the New York Curb 
Exchange, announce that William 
H. Urban is now associated with 
the firm. Mr. Urban was former- 
|iv a partner in Syle & Co. 


' On “red apple runs” of the stream- 
|jJined transcontinental trains, 
}some men work one day 
four. This is possible because of 
the mileage basis of pay. The 
|quota for one dav’s work was set 
about 70 years ago. Itis 100 miles 


The mileage basis of pay is a 
straight piece rate. In some wage 
systems, workers are paid by the 
hour with a differential if thes 
exceed some minimum output. |: 
the mileage basis is retained, then 
the present day’s stint of 100 miles 
should be modernized to equal a 


At present, the faster the loco- 
motive the greater is the daily 
Costs 
per mile, therefore, rise with the 
Labor gets all the benefit. 
The investors who put up the 
funds to buy the large locomotives 
get none. Some new system o! 
wage peyment must be devised in 
which labor, consumer and the in- 
vestor all share in the economy. 
Thus, wages could be raised, rates 
to the consumer lowered, and the 
investor’s dividends at least main- 
tained. 

Featherbed rules, which raise 
costs and, therefore, also rates on 
railroads are due largely to the 
dual basis of pay and the practice 
of making certain jobs the prop- 
erty of one particular craft. Thus 
its members are paid whenever 
the job is done even if some other 
craft member did the work and 
was already paid for doing it. 
Under featherbed rules a road 
crew might be paid a full day’s 
pay for 15 minutes’ work or no 
work at all. 

The disturbing character of 
these featherbed rules is the ex- 
tent to which they are driven 
One conductor who had to deliver 
a package of stationery to one of 
the station agents along the line 
demanded a full extra day's pay 
for himself anc all the other mem- 
bers of the crew because they 
were carrving “freight.” 

The annual earnings of conduc- 
tors average about $6,000 a year, 
a good income even on a full-time 
40-hour basis, for work requiring 
so little preparatory education or 
special training for the job. But 
in many cases the* men work 
a third or even one-quarter of the 
time for this annual sum which 
would be the equivalent, on a 
full-time basis, of a fantastic in- 
come, double that of an ICC Com- 
missioner. oe 

The rise in costs is also due to 
to government policy. The gov- 
ernment prohibited the railroads 


out of| from acquiring airlines. Under the 


Panama Canal Act, railroads can- 
not operate steamships either 
through the Canal or on the Great 
.Lakes even though the two Can- 


an hourly rate. They get the same | 
| pay per hour regardless of mile- 


adian railroads can and do. The 
government also opposed the ex- 
tension of railroad-owned bus 
lines. In fact, Senator Wheeler 
once threatened to introduce a bill 
to compel the railroads to cease 
operating buses and trucks already 
owned. Such railroad-owned bus 
and truck service competing with 
the independent bus and truck 
lines could have furnished help- 
ful auxiliaries to the railroads in 
maintaining low rates. 
IIT. 

What are the remedies? The 
ICC law must be changed. The 
discretionary power of the ICC 
as to the effect of a rate on the 
volume of traffic should be elim- 
inated. This is a managerial func- 
tion. The law should restore the 
requirement that the railroads are 
entitled to a fair return. Congress 
repealed this provision of the 1920 
act requiring a fair return at the 
request of the railroeds in 1933. 

The utilities were granted ade- 
quate returns on the investment 
and flourished. But the railroads 
received inadequate returns and 
languished. The ICC should follow 
the precedent of the State Com- 
missions and the Courts which 
have granted returns twice that 
allowed by the ICC. 

The railroads should average 6%, 
as the utilities have been allowed 
over a long period of years. The 
Commission should lean to the side 
cf liberality because of the diffi- 
culty of forecasting. Rates can al- 
ways be reduced if they are too 
high. But if they are too low, 
bankruptcy of the roads did and 
could again result 

“Allow generous 
said Mr. Brandeis 
1914. “The road should have an 
opportunity to earn... The rail- 
roads need a surplus not only to 
provide for the lean years but in 
order that there may be such sta- 
bility to the investor as will in- 
duce him to buy their securities 
at a low rate.” If the average re- 
turn is to be fair, then the peak 
return in prosperity should be 
high te offset the return in de- 
pression years when it inevitably 
is low. Under such a common 
sense policy of rate setting by the 
ICC, the railroads could avoid the 
dilemma of being compelled to 
raise rates in depressions when 
the price of commodities and ser- 
vices decline. This policy becomes 
even more necessary in view of 
the rise of competitive transport 
agencies subsidized by the gov- 
ernment and unhampered' by 
featherbed ruies. 

As Fairman B. Dick pointed out, - 
costs per unit can be reduced de- 
spite higher wage rates per heur 
provided earnings are adequate to 
induce investment in better plant 
and eguipment. But under irra- 
tional government policy, wages 
skyrocketed while the return to 
the investor plummeted. Current 
government policy has been tested 
and found wanting. A new .ap- 
proach is necessary. Congress 
should legislate a fair return and 
reduce regulation in such a highly 
competitive industry. 

The reduction in rates recom- 
mended by the ICC minority is a 
superficial approach to the prob- 
lem. It deals with symptoms in- 
stead of causes. Any attempt to 
deal with selling prices must in- 
volve consideration of cests, but 
the ICC has persistently refused 
to deal with the wage problem. 
Its theory is that wages do not 
constitute interstate commerce. 
Yet the Supreme Court has taken 
the opposite view and Congress 
has legislated on child labor, min- 
imum wages and hours. In these 
and in other respects the ICC is 
lagging in its thinking. 

There is an increasing tendency 
toward an integrated approach to 
the problem of transportation. The 
| Hoover Commission report and 


returns.” So 
to the ICC in 
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Secretary Sawyer propose to in- 
tegrate the several transportation 


agencies. Why should not the ICC | 


attempt to include in its purview 
not only rates or selling prices 
but also wages, costs and compe- 
tition? The law would have to be 
revised so that increases or de- 
creases of wages and rates should 
be handled by the same authority, 
as in all private business, or if 
by two bodies then at least at the 
same time. Otherwise no remedy 
can come from the ICC. 

As for Congressional commit- 
tees, they should not dare to in- 
vestigate the problem of labor 
waste on the railroads. Indeed, a 
recent investigation into monopoly 
practices by labor unions by a 
Congressional committee was 
killed and the hearings stopped. 
No Congressional committee 
would have the courage to stand 
up under labor union pressure. 
Obviously, no study of labor waste 
on railroads can be made in Con- 
gress. 

The problem requires an inde- 
pendent investigation by an im- 
partial fact-finding body. The 
Brookings Institution could do this 
job. In 1933 it made its classic 
study on “The American Trans- 
portation Problem” under the aus- 
pices of the Baruch, Coolidge, 
Smith Committee. In 1949 it pub- 
lished a new study on ‘National 
Transportation Policy.” Neither of 
these, however, dealt with the 
problem of costs, wages and feath- 
erbed rules. Such a new study by 
Brookings would undoubtedly re- 
sult in constructive proposals in 
the national interest. 

Vast sums are involved. Of 
railroad gross operating revenue 
of $9.6 billion in 1948, total wages 
are about 50%. If labor waste 
were eliminated and road crews 
paid by the hour instead of by 
the mile, costs could be substan- 
tially reduced and freight and pas- 
senger rates could be correspond- 
ingly lower. Furthermore, if the 
managers were not blocked by 
union rules, it would be possible 


to effect important economies, by 
consolidation, by coordination and 
by new equipment, like one-man 
cars. gasoline or Diesel, offering 
combination of freight and pas- 
senger service at frequent inter- 
vals. These could further reduce 


costs and passenger rates. 

The dual basis of pay must be 
eliminated or modernized. Men 
should be paid for work done. 
There should be no pay for work 
not done, Featherbed rules are 
illegal under the Taft-Hartley 
Act which does not apply to rail- 
roads. The Railway Act of 1926 
must be amended to aftord similar 
protection. On the basis of pay for 
a 40-hour week for road employ- 
ees operating trains, such as pre- 
vails for Pullman conductors, on 
airways, waterways and most bus 
and truck lines, railroad costs 
would be substantially reduced 
and a host of overpayments due 
to featherbedding would disap- 

ar. 

Such featherbedding arises from 
misinterpretation of labor agree- 
ments by referees of the National 
Railroad Adjustment Board from 
whose decision there is no appeal 
to the courts. The right of appeal 
is basic. The Adjustment Boards 
should not be ad hoc bodies whose 
referees are subject to veto by 
the railroad brotherhoods. They 
should be permanent bodies be- 
yond the power of the unions to 
threaten or veto. The Railway 
Labor Act must be revised. 

Of course, if stockholders were 
organized, like labor unions, they 
would offset the influence of the 
farmers who are asking for cheap 
rates below cost, and the pressure 
of railroad brotherhoods who are 
demanding money for not working. 
Investors could thus exercise an 
offsetting pressure on the ICC and 
Congress. If the stockholders were 
organized as en efficient body they 
could press for such a study. But 
the individual stockholder is help- 
less before organized groups with 
tremendous political power. Per- 
haps some-~ fund like 


the Falk 


Foundation could finance such a 
study. 

Such an investigation should in- 
clude an analysis of (1) the policy 
of the ICC since 1920 with refer- 
ence to its statutory duties and 
powers; (2) the changes in our 
national economy and the effect 
on the railroads; (3) the practices 
of the unions with reference to 
wages and labor costs, of the in- 
crease in the number of cases of 
featherbedding and in the amount 
of payments awarded as referees’ 
decisions continuously open new 
loopholes, how new cases entered 
the docket faster than old cases 
were decided until a five-year 
backlog culminated in the Mis- 
souri Pacific strike; (4) competi- 
tion and the effect on the shipper 
and the investor; and (5) the 
policies of Federal, State and local 
authorities with reference to sub- 
sidies to highway, airway and 
waterway transport, discrimina- 
tion and unequal competition, un- 
equal taxation, full crew laws and 
abandonment of unprofitable lines. 

In such an analysis the Brook- 
ings Institution could follow the 
income account from gross oper- 
ating revenue down to dividends, 
if any, and balance for additions 
and betterments. It could then 
recommend the necessary changes 
in (1) the ICC Act; (2) methods 
of wage payment and labor prac- 
tices; (3) taxation, Federal, State 
and local, and (4) ICC regulation 
—changes necessary to restore the 
railroads to economic soundness. 
If railroads are to be maintained 
as a private enterprise, it would 
seem preferable to relax Federal 
taxation and to limit State and 
local taxation on interstate car- 
riers rather than to grant railroad 
subsidies, surely an_ entering 
wedge to government ownership. 


Such an analysis would show 
that from 1916 to 1948 wages rose 
from $1,469 million to $4,768 mil- 
lion while dividends declined from 
$306 million to $289 million. In 
1916 dividends: constituted about 
21% of wages and in 1948 about 


6%. An increase in dividends by | 
50% would cost only 3% of total 
wages and an increase of 100% | 
in dividends would cost only 6% | 
of total wages. Such increased | 
dividends, however, would make | 
it possible to raise new moneys 
through common stock issues 
again for the first time since 1929, | 
to modernize equipment, to in- 
crease efficiency, to lower costs, 
to meet competition and to main- 
tain jobs on the railroads. A 6% 
saving in labor costs would easily 
be possible with the cooperation 


States eliminate full crew laws 
enacted under union pressure. 
Someone must _§ furnish 


railroads to serve the people. The 
present policies brought practi- 
cally no new money for over 20 
years. Indeed. the present policy 
resulted in the confiscation of 
over $2,000 million of stocks and 
junior bonds by the ICC in the 
recent railroad bankruptcies. 
Britain under Socialism national- 
ized the railroads but paid the 


their securities. 
States, under private enterprise, 
wiped out securities owners in 
bankruptcy. Obviously, American 
Government railroad policy for 
20 years proved ruinous. A fun- 


promptly. 


Unless the problem is examined 
on a broad, statesmanlike basis, 


will not only harm private inves- 
tors, insurance companies and sav- 
ings banks, but will leave a weak- 
ened transportation system. This 
could become a grave danger in 
any future war. On the other 
hand, under a fundamental, con- 
structive policy, the railroads, so 
essential in peace and so indis- 
pensable in defense, could then 
become an important force for the 
stability and prosperity of the 





country. 


| As We See It 


(Continued fr 


There are several ways of 


om first page) 
accomplishing this purpose, 


mostly through either insurance company annuity ar- 
rangements or trust company funds for the purpose. 
Assuming that it is possible to estimate accurately the 


future claims under these 
broad assumption at least 


various schemes—a rather 
in some instances—and, of 


course, assuming the possession of funds for the purpose, 
it is quite possible for individual enterprises to provide 
in advance for the payments presently to be required 


of them, and, of course, it i 


s prudent for them to do so. 


A Growing Movement 


labor practices and by having the | 


money continuously to enable the| the beneficiari 


investors a reasonable price for | 
But the United | 


damental change is required—and 


the deterioration of the railroads | 


But this pension movement is growing rapidly. It may | 
presently in the aggregate involve funds of almost astro- 
nomical proportions, and in these circumstances there arise 
certain problems and certain questions which deserve the 


most careful atténtion of all 


concerned — and the general 


public is certainly most definitely concerned. It is the claim 
of some students that for technical reasons all such “‘insur- 
ance” as this should be arranged for, through and carried 


by the Federal Government. 


The arguments, pro and con, 


about this phase of the matter need not detain us here. It is, 
however, the more pertinent for this reason that we remind 
ourselves of the real meaning of the “funding”’ that is prac- 
ticed in connection with the present government scheme, 
and to inquire in what way, if any, a more real funding 


might be obtained. 
Such an inquiry will 
broader economic problems 


throw some light upon the 
which will arise if and when 


the growth of privately arranged and privately financed 
pensions reaches a volume now apparently rather likely 


within the next few years. 


The fact is, of course, that 


the commitments under the “Old Age and Survivors’ 


Insurance” scheme are in 


no real way funded at all. 


What happens in this case is simply that when the col- 
lections (they are really nothing more or less than taxes) 
are made, they go into a “fund” which at once “invests” 
them, or ali of them not required immediately, in Treas- 


ury obligations, a process 
the general account where 


which returns the funds to 
all other taxes normally go 


and where they would have gone but for this strange 





| 


| nounced 


“funding” device dreamed up by the New Deal man- 
agers. From this account the moneys go, like all other 
moneys, to whatever purpose money is required. There 
is no money anywhere stored away for pension purposes. 
When pensions become due the Federal Government 
must raise the money for them precisely as it would 
have to do had no funding scheme of this sort ever been 
thought of—that is, either by taxes or by borrowing. 


Really Pay-as-You-Go 
Nor is there any other way in which the Federal Gov- 
ernment could more really or realistically “fund” these ob- 


of the railroad unions in aban- | ligations—unless indeed it were to enter into business on 
doing featherbed rules, restrictive | 


its own account or lend funds to businessmen. The only 
real funding in this sense of the term would arise if the 
‘money paid as premiums (social security taxes) were pro- 


new ductively invested in such a way that years hence, when 
es claim what they have had laid aside for 


them, something tangible in the form of productive assets 
had been created and set aside for the purpose. But such 
assets are the property of business in a free society, not 
government. The national program is really on a pay-as-you- 
_go basis quite regardless of what words may be employed 


to describe it. 


Now what would happen if such private pension 
schemes as are now becoming familiar became almost 
universal would not be quite the same as this, but there 


would be a number of significant resemblances. 


funds placed in the hands 
trust managers would not 


The 
of insurance companies or 
be invested in the simple 


1OU’s of the insurance company or the trust company 
as is the case in the Federal scheme, but for the most 
part, one should hope, in productive uses—as distinct 
from government or municipal securities. In such an 
event, it is reasonable to suppose that the means for 
meeting future obligations — that is better and more 
income-producing capital goods—will have been brought 
into being, and that it would be owned and managed 
not by government but by private enterprise. At the 
same time, the question is an open one whether most of 


these 


funds would not have 


been invested in such 


undertakings in any event, the only difference, taking 
the economy as a whole, as a result of the “fund- 
ing”’ process, being that of the position of the individual 
enterprise upon whom the obligation falls in the first 
place. Of course, in any event, the insured or the pen- 
sioner has been given a claim upon the proceeds of fu- 
ture industry—and particularly upon the earnings of 
the younger members of society still producing at the 


time when he retires. 


How Will the Funds Be Invested? 
But this is by no means the full story. Funds set aside, 


_whether by an insurance company or a trust company, or, 


for that matter, a self-insured business enterprise, for such 
purposes as these are not ordinarily free to be invested in 


|progressive, venturesome enterprises or undertakings. Ex- 


perience has led us to place rather rigid restrictions upon 
_the investments of life insurance companies and upon the 
managers of all types of trust funds. The growth of life 
insurance in recent years is one of the influences which has 
tended to expand demand for certain types of investment 
tremendously. If presently a much larger part of the sav- 
ings of the nation is to be channeled through such institu- 
tions as these, then either interest rates will almost vanish 
or some radical change must take place in the type of in- 


vestment permitted for such 


funds. Another consequence 


could well be that a greatly enlarged portion of current 
capital requirements would go into fixed obligations in- 
stead of equity form—a situation already attracting much 


adverse attention. 


There are several facets of this pension question 


which have not been duly explored. 





Pevear Officer of 
Irving Trust Co. 


Irving Trust Company has an- 
the election of William 
W. Pevear as Assistant Vice-Pres- 
ident of the company. 


Mr. Pevear joins the company’s 
staff to assist correspondent banks 
and corporations in the manage- 
ment of their investment port- 
folios. In his new capacity Mr. 
Pevear will not only serve cus- 
tomers and prospects at company 
headquarters but will also travel 
throughout the United States. 


Mr. Pevear has had wide ex- 
perience in the investment field. 


For six years he was im the U. S.| 


Government Bond Department of 





the Guaranty Trust Company, of 


which he was Assistant Treasurer. 
After leaving the Guaranty he 
continued in investment work as 
a Vice-President of Blair and 
Company until early this year. 
I 


Joins Beardslee-Talbot 

(Special to Tue Financtat CHRONICLE) 

MINNEAPOLIS, MINN. — Har- 
vey S. Mack has become associ- 
ated with Beardslee-Talbot Co., 
Rand Tower. 


Now With J. W. Goldsbury 
(Special to Tue FiINaNctAL CHRONICLE) 
MINNEAPOLIS, MINN. — Aji- 

bert J. Patient has become asso- 

ciated with J. W. Goldsbury Co., 





‘Twin City Federal Building. 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date): 


AMERICAN IRON AND STEEL INSTITUTE: 


Indicated steel operations (percent of capacity )----------------- Dec 
Equivalent to-— ; 
Bteel ingots and castings (net tons) Cte. ee ae 


AMERICAN PETROLEUM INSTITUTE: 
Crude oil and condensate output 
gallons each) a 
Crude runs to stiils—daily average (bbis.)----------~----- 
Gasoline output (bblis.) as 
Kerosene output (bbis.) 
Gas, oil, and distillate fuel 
Residual fuel oil output (bbdis.)_- sai i cada 
Stocks at refineries, at bulk terminals, in transit and in pipe lines— 
Finished aud unfinished gasoline (obls.) at 
Kerosene (bbis.) at 
Gas, oil, and distillate fuel oi] (bbls.) at 
Residua] fuel oil (bbls.) at 


daily average (bbl 


ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (mumber of cars)__-------~--- ina tien ee 
Reverue freight received from connections (number of cars)----Nov 


CIVIL ENGINEERING 
RECORD: 
Total U. S. construction 
Private construction 
Public construction 
Btate and municipal 
Federal  — ‘ - 


CONSTRUCTION ENGINEERING NEWS- 


COAL OUTPUT (Ut. S. BUREAU OF MINES): 
Bituminous coal and lignite (tcons)_- 
Pennsylvania anthracite (tons) 

Beehive coke (tons) -_--__- 


WEPARTMENT STORE SALES INDEX—FEDERAL 
TEM—1935-29 AVERAGE —-100 


RESERVE 
€£DISON ELECTRIC INSTITUTE: 
Electric output (in 000 kwh.) 


#AILURES (COMMERCIAL 
STREET, INC. 


AND INDUSTRIAL)—DUN & BRAD- 
Nov 


4@20N AGE COMPOSITE PRICES: 
Pinished steel (per lb.) 
Pig iron (per gross ton) 
Bcrap steel (per gross ton)_- 


METAL PRICES (E. & M. J. QUOTATIONS): 

Ziectrolytic copper 

Domestic refinery at 

Export refinery at 
Straits tin (New York) at 
Lead (New York) at 
Lead (St. Louis) at 
Zinc (East St. Louis) 


at. 


MOODY'S BOND PRICES 
U. 8. Government 
Average corporate 
Aaa -. 

Aa 

- 2. 

Baa - 

Railroad Group 
Public Utilities Group 
Industrials Group 


DAILY AVERAGES: 
Bonds 


MOODY'S BOND YIELD DAILY 
U. 8. Government Bcnds 
Average corporate 


AVERAGES: 


NE bse bmmind 
Railroad Group 
Public Utilities Group 
Industrials Group 


MOODY'S COMMODITY INDEX 
BATIONAL PAPERBOARD 
Orders received (ions) 
Production (tons) —~ ie i hen eeatebiieme. Ta: 
Percentage of activity 23a CE 
ET Nov 


ASSOCIATION: 


IL, PAINT AND DRUG 
AVERAGE-- 100 


STOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD- 
LOT DEALERS AND SPECIALISTS ON THE N. Y. STOCK 
EXCHANGE-—-SECURITIES EXCHANGE COMMISSION: 

Odd-lot sales by dealers (customers’ purchases )— 
Number of orders. . Se hl 
Number of shares 
Dollar value ___. emia sities 

@Odd-lot purchases by dealers (customers’ sales) 
Number of orders—Customers’ total sales 

Customers’ short sales 
Customers’ other sales 


acre asennaninnasmenanintne BONY « 


Customers’ short sales 
Customers’ other sales , wae 
Dollar value ____ ; 
Round-lot sales by dealer: 
Number of shares—Total 
Short sales 
Other sales ___ : : 
Round-lot purchases by dealers— 
Number of shares_ 


sales ele ae 


~ecocsagnanene NOY 


WHOLESALE PRICES NEW SERIES—U. § 

1926——100: 

All commodities _____ 
Parm products ____ 
SE are 

All commodities other than farm and f 
Textile products 
Fuel and lighting materials 
Metals and metal procucts 
Building materials _ 
All other 


DEPT. OF LABOR— 


oods 


Special indexes— 
Grains - 
Livestock obs 
ete kn 
Hides and skins___- 

“Revised figure. {Includes 449.00 rrels of to = 
years 1941 to date. The weights “aed ee foreign crude runs. 
4946 to 1948 inclusive. 


ae noo A 


a 
o-coscenans, NOV. 


3 eee wn nn tow nanes NOV. 


ee et 


NON NN NWN to 


~~ 


NNN 


on tThe weighted 
n + «hi ne 
§Reflects effect of five-day | etinatien Gee a cae ee ee 


an 
Nw th 


Latest 
Week 


87.7 


1,616,800 


8,214,000 


103,380,000 
27,526,000 
92,652,000 
68,620,0U0 


$758,972 
§595,026 


$90,244,000 
44,949,000 
45,295,000 
35,177,000 
10,118,000 


14,000,000 
1,133,0C0 
3,400 


18.200c 
18.425c 
85.000c 
12.000c 
11.800c 


9.750c 


104.00 
115.24 
121.04 
119.61 
114.46 
106.56 
109.24 
117.00 
119.61 


21 
2.89 
2.60 

.67 

93 
3.36 
3.21 
2.80 
2.67 


347.6 


179,741 
205,526 

94 
416,000 


125.8 


18,427 
538,982 
$22,562,168 


19,717 

123 

19,594 
520,452 
4,184 
516,268 
$18,831,219 


172,750 
172,750 


173,620 


158.: 
185. 
211. 


201.! 


week effective Sept. 1, 1949, 


Previous 
Week 


78.2 


1,441,600 


185,150 
127,000 
636, 

,092,000 
6,849,000 
7,814,000 


5, 
5, 
17, 
” 
2 


103,577,000 
27,622,000 
92,117,000 
68,527,000 


,758,000 
.449,000 
,309,000 
,657,000 
,652,000 
,100,000 
,263,000 

3,200 


5,644,435 


18.200c 
18.425c 
95.000c 
12.500« 
12.300« 
9.800c 


104.42 
115.24 
121.25 
119.41 
114.46 
106.7 
109.2 
117 
119.82 


26,643 
784,627 
$31,314,619 


29,061 
166 
28,895 
787,732 
6,206 
781,526 
,614,340 
273,210 
27 


3,210 


273,020 


154.1 
187.8 
©2132 


205.8 


years 1937 


Month 
Ago 
8.8 


162,000 


7,609,000 


102,990,000 
28,340,000 
69,030,000 
69,673,000 


$135,643,000 
72,662,000 
63,181,000 
55,487,000 
7,694,000 


2,540,000 
1,230,000 
2,600 


206,400 
94 
411,834 


126.0 


190,790 


153.9 
198.7 
223.5 
204.0 


Tinished steel composite was revised for the 
to 1940 inclusive 


Year 
Ago 
100.1 


804,300 | 


707,950 
,733,000 
802,000 
.472,000 
,503,000 
224,000 


Ana 


7.) 


91,244,000 
26,793,000 
79,690,000 
62,833,000 


858,089 


696,935 


$50,802.000 
32,606,000 
46,196,000 
43 086.000 
5,110,000 


“12,469,000 
1,207,000 
157,70C 


100.79 
111.07 
116 BC 
115.04 
109.97 
103.47 
106.39 
111.62 


1 
l 
115.82 


to 


mw 


s¢ 


NM Wow Wh 


,792 
666 
73,714 


2.831 
287 
22,544 
,618 
,085 
70,533 


174. 


238 


206. 


and 





BANKERS DOLLAR ACCEPTANCES' OUT- 
STANDING — FEDERAL RESERVE BANK 
OF NEW YORK—<As of October 21 

Imports maT es 

Exports ’ ‘ 

Domestic shipments 

Domestic warehouse 

Doilar exchange 

Based on goods stored and shipped 
foreign countries 


credits 


between 


Total 


COMMERCIAL PAPER OUTSTANDING—FED- 
EKAL RESERVE BANK OF NEW YORK— 
As of Oct 31 (000’s omitted) 


CONSUMER CREDIT OUTSTANDING—BOARD 
OF GOVERNORS OF THE FEDERAL 
RESERVE SYSTEM-—Estimated shcert-term 
credit in millions as of Sept. 30 

Total consumer credit 
Instalment credit 
Sale credit 
Automobile 
Other 
Loan credit 
Noninstalment credit 
Cnarge accounts 
Single payment loans 
Service credit 


CONSUMER PURCHASES OF COMMODITIES— 
DUN & BRADSTREET, INC. (1935-1939 
1#00)—-Month of October 


COTTON ACREAGE AND PRODUCTION—U.S 

DEPT. OF AGRICULTURE—As of Nov. 1: 
Acreage 

Production 


500-lb. gross bales 


COTTON AND LINTERS — DEPT. OF COM- 
MERCE — RUNNING BALES: 
Lint—Consumed month of October 
In consuming establishments as of Oct. ¢ 
In public storage as of Oct. 31 
Linters—Consumed month of Octcber 
In consuming establisnments as of Oct. : 
In public storage as of Oct. 31 
Cotton spindles active as of Oct. 31 


COTTON GINNING (DEPT. 
Running bales (excl. of 


COMMERCE): 
Nov. 14) 


OF 


linters to 


FACTORY EARNINGS AND HOURS—WEEKLY 
AVERAGE ESTIMATE — U. 8S. DEPT. OF 
LABOR—Month of September: 

Earnings-— 

All manufacturing 
Durable goods 
Nondurable goods 

Hour 

All manufacturing 
Durable good 
Nondurable good 

Hourly earnings 

All manufacturing 
Durable good 
Nondurable good 


LIFE INSURANCE—BENEFIT PAYMENTS 
POLICYHOLDERS — INSTITUTE OF 
INSURANCE—Month of September: 

Death benefits 
Matured endowments 
Disability payments 
Annuity payments 
Surrender values 
Policy dividends 


TO 
LIFE 


Total 


MALLEABLE IRON CASTINGS 
COMMERCE )—Month of 
Shipments (short tons) 
For sale (short tons) 
For producers’ own use (short 
Orders booked, less 
(short tons) 
Unfilled orders, 
{short tons) 


(DEPT. 
September 


OF 


tons) 
canceilation, for ale 
end of ale 


month, for 


NEW YORK STOCK EXCHANGE As of 

Oct. 31 (000’s omitted): 

Member firms carrying margin 
Total of customers’ net debit 
Credit extended to customers 
Cash on hand and in banks in U. S 
Total of customers’ free credit balances 

Market value of listed shares 

Market value of listed bonds 

Stock price index, 12-31-24 100 

Member borrowings on U. S. Govt. issue 

Member borrowings on other collateral 


accounts 
balances 


PRICES RECEIVED BY FARMERS — INDEX 
NUMBER —U. S. DEPT. OF AGRICUL- 
TURE August, 1909-July, 1914—-100—As ot 
September 15: 

Unadjusted— 
All farm products 
Crops = 
Food grain 
Feed grain and 
Tobacco 
Cotton 
Fruit . 
Truck crops 
Oil-bearing crops 
sivestock and products 
Meat animals 
Dairy products 
Poultry and eggs 


hay 


REAL ESTATE FINANCING 
AREAS OF U. 
AND LOAN 


IN NON-FARM 

S.— FEDERAL SAVINGS 

INSURANCE CORPORATION 
—Month of September (000’s omitted): 

Savings and Loan associations— 

Insurance companies 

Banks and Trust companies 

Mutual Savings banks 

Individuals +. 

Miscellaneous jending institutions 


“Revised figures. 


Month 
La est 


$140,223,000 
39,453,000 
8,796,000 
13,734,000 
901,000 


11,606,000 


,000 


25,907,000 
5,524,000 


725,602 
,130,457 
8,351,467 
143,096 
240,951 
40,111 
20,215,000 


11,693,204 


$115,711,000 
36,027,000 
7,641,000 
19,856,000 
49,674,000 
47,329,000 


$276,238,000 


$782,944 
71,613 

288 829 
585,517 
72,630,605 
132,221,47 


419,724 


$338,067 
90,432 
216,058 
69,763 
171,863 
166,049 


$1,052,232 


Month 
Previous 


$133,116,000 
37,362,000 
8,393,000 
13,069,000 
1,256,000 


13,973,000 


$139,942,006 
42,050,006 
8,400,000 
11,912,006 
933,000 


17,317,000 


$207,169,000 $220,.554,006 


$265,000 


25,907,000 
15,446,000 


709,958 
744,602 
6,136,997 
140,720 
221,400 
49,127 
19,975,000 


$130,188,000 
5,505,000 
7,912,000 
18,739,000 
49 893,000 
43,828,000 


° 

> 
2? 
) 


$286,065,000 


58,121 
30,327 
27,794 


20,861 


$142,806 


429,87: 


$341,314 
88,578 
218,682 
67,255 
171,434 
167,580 


$1,054,843 


$15,231 
8,190 
4,192 
1,858 
2,335, 
3,99% 
7,041 
3,227 
2,855, 
959) 


23,003,600 
14,868,000) 


696,505 
1,254,228 
7,272,953 

115,119: 

209,240: 

57,118 
21,157,000 


11,678,631 


$122.692,000 


31,182,000 
7,122,060 
17,581,000 
37,751,000 
41,976,001 


$258 304,000 


77,815, 
43,985 
33,836 


31,163 
164,002 


$579,535 
44,632 
325,657 
539,563 
72,185,619 
130,944,936 
78.8%: 
$150,841 
252, 386 


$304,053 
80,662 
212,374 
73,424 
185,407 
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The Market Outlook for 
Retail Store Shares 


(Continued from page 2) 


for retail spending, if consumers 
wish. In 
personal consumption expendi- 
tures represented by services was 
29.7%, against 26.2% in 1947, a 
1935-9 average of 37.8% and 
40.2% in 1941. The lower perccn- 
tage being spent for services com- 
pensates fully for the 5% or so (of 
personal consumption expendi- 
tures) bcing spent additionally for 
food and in fact allows some lee- 
way besides. 

Another evidence of conserva- 
tism in spending, in relation to 
income end liquid assets, is af- 
forded by savings figures. Indi- 
viduals and unincorvorated busi- 
ness at the end of 1948 heid some 
$200 billion of liquid assets—cash, 
bank deposits and 
Nevertheless personal savings this 
year will run about 7‘'% of 
posable personal income. The 


1948 the proportion of’ 


governments. | 


dis- | 


1935-9 average savings were 3.9%. | 
Outstanding consumer credit is} 


large, but not high in relation to 


income. Credit at the end of Sep- | 
tember represented 8.75% of dis-| 


posable personal income. Average 
in 1935-9, taking outstandings at 


year ends versus yearly incomes, | 


was 10.5%. 


| to focus more on merchandising 


Mortgage debt does not seem, 
burdensome. Non-farm mortgages, | 


excluding corporate, were $46.4 


billion at the end of 1948, up 79° | 


from tne $25.9 average of 1935-9. 
This rise its mortgages is much 
less than that of 190% 
and moreover it embodies easier 
terms than formerly. 

Viewed by these criteria, tne 
rate of spending seeins somewhat 
on the sober side. Consumers are 
by no means going “all out” in 
their buying, within the limits of 
current incomes and available as- 
sets. There have, of course, been 
some important restraints in the 


way of free spending, such as un- | 


certainties as to the course of gen- 
eral business and employment and 
fears of lower prices. The high 
birth rate has involved sobering 
responsibilities, as have the nu- 
merous purchases of new homes 
and cars. Apart from psychologi- 
cal restraints on spending there 
was earlier this year a quite tan- 
gible restraint in the letdown of 
industrial activity, marked in var- 
jous sections during the second 


quarter. Yet may it not prove that | 


one of the principal restraints has 
been the time required for people 
to become fully accustomed to the 
sharply higher price structure 
brought about by the war? 


Outlook for Prices 
Although prices, including those 


for farm products and some dur- | 


able goods, may well ease further, 
to a large extent the existing price 
structure has been frozen into the 


econoniy by wage rigidities and | 


the public debt, together with the 
governimental attitude which is 
eager to combat any deflationary 
tendencies. It will gradually be- 
come apparent that this is the 
case. It seems evident that in gen- 
eral prices of soft goods, with the 
possible exception of some food- 
stuffs, have suffered about as 
much price readustment as they 
are going to have, barrinzg any 
considerable deterioration in the 
general economy. When cars and 
some of the durables have had 
further readjustments there wiil 
be little basis, other than the the- 
ory of a severe business cecline, 
on which to predicate a signifi- 
cant further weakening of the 
general price struciure. We appear 
to have had most of the primary 
post-war adjustment. ana on this 
basis the secondary adjustment is 
relatively distant. 

it is true that a loss of nation«| 
income will be involved to the ex- 
‘ent that the automobile output 
is reduced but there presumably 
reinains large market to be 


pa) 
< 


in incomes | 


THE COMMERCIAL & FINANCIAL C 
spending and their percentage may 
arop somewhat. Loss of income 
and of total retail sales in this 
/}connection does not appear sig- 

| nificant because other sections of 
_the economy should tend to make 
|}up this decline. Nondurables 
tapped at lower prices. Morcover, | should be active, improving their 
any decline of income in this con- | Percentage. ; 
nection could well be made up by | Promises to be liberal, backed by 
expansion of pubiic works and| the income-maintaining proclivi- 
other governmental spending. If| ties of the government, by the ex- 
people become more accustomed | istence of huge liquid assets, by 
to the new price structure and P@ Possible diminution in the ab- 
mere reccnciled to the prospect of |Ormally high rate of savings and 
its continuance, if they become}! y fuller assimilation of and ac- 
used to financial burdens of their |ComMmodation to a stabilized post- 
new homes, if they pay cff some | War price structure. 

of their time purchases, and if 

they see that the economy is be- | 

ing maintained on a rather even | : : 
keel, their spending should be | than grocery chains have not dis- 
reasonably liberal. The large pur- | tinguished themselves in the mar- 
chases of life insurance and the| ket during 1949, retail issues have 
increasing prominence of pension | participated somewhat in the mar- 
plans should also contribute in| Ket strength of recent months. 
this direction. To the extent that| With the active season of 1949 on 
cost of living is lessening by de- the point of passing, it would seem 
clines of food prices, there will »2| Wholly possible for retail stocks to 


Action of Retail Stocks 
Although most retail issues other 


additional funds for other pur- | diminish in market interest, on 
chases. seasonal grounds, over coming 

Competition will afford better |™onths. It is true that the insur-| 
consumer values and the real|@nce refund will afford some 


stimulation but it in itself is not 
going to bring about large retail 
earnings in the seasonally first 
dull half of 1950. If automobile 
markets have finally “caught up” 
and this brings readjustments in 
cars and other consumer durables, 
operations, with the controllers! the effect on retail trade will be 
perhaps having less say about | Somewhat adverse. 

store policy. Inventory control has}, But it would seem shortsighted 
recently been a fetish of marage-| to emphasize this near-term as- 
ments; it does not help sales. The | Pect. From a broader standpoint, 
high meiriage and birth rates in| Such a development would indi- 
recent years will carry increasing | Cate the substantial completion of 
significance for consumption ex-| postwar price readjustments, on 


standard of living may also be 
aided by improved industrial pro- 
ductivity. The stores, many of 
which have undoubtedly lost sales 
through skimpy stocks and lim- 
ited assortments, may then begin 





| 


Spending in general | 


continue. The department stores | clining food prices in prospect, 
seem somewhat less favorably | the chain groceries should do well 
|situated in a broad competitive | again in 1950. Their prospects 
/sense. The varieties will continue! woulg tend to be marred, as they 
to be characterized by stability, a, in 1933-37. if 

‘one may say reliability, though| V°T 1” ~37, if there were a 
'some of them continue to show | '€versal of the easier trend in 
growth. With another year of de- | food prices. 





The Menace of Investment Curbs 


(Continued from page 18) 
| guaranteeing to repurchase a se- 
|curity, undertaking to list a 
|security on the Stock Exchange, 
telephoning private residences, 
empioying unlicensed salesmen, 


stage are always very risky. Of 
. the scores of thousands of mining 
companies and syndicates which 
| have made public offerings since 
the turn of the century, there are 
_theft, obtaining money by false) something less than 100 which 
_pretenses, false advertising, rig-| have got into production and paid 
| ging the market and forgery. The! dividends. The profits are great 
| fines ranged as far as $2,000 under | if you pick a winner and the re= 
| the Securities Act and $10,000) sponsibilities are great for the 
under the Criminal Code. The | promoter and stock seller who is 
| terms of imprisonment ranged as| using what Jack Hammell calls 
| high as seven years for offenses 0.p.m. (other peoples’ money) im 
‘under the Criminal Code, financing a_ speculative under- 
| Two of the more publicized in- | taking. I feel that that responsi- 
| vestigations by the Commission) bility is discharged if our 
were in the spectacular price rises | legislation is strictly complied 
in Beaulieu Yellowknife Mines) with. If full plain and true Gis- 
Limited and Eldona, both of | Closure is made before the money 
which are listed on the Toronto | is accepted from the public. 

Stock Exchange. In both of these In conclusion, I would like te 
the price on the Exchange rose in| touch brietly on one very con- 
nine or 10 trading days from the | tentious point. As you are aware, 
|low pennies to over $2.50, with! our natural resources are practi- 
millions of shares changing hands.| cally unlimited. We are teld 
The decline in the price was just! that the PreCambrian Shield has 
as rapid. As a result of these| only been scratched. In the past 
investigations the _ short-selling | few years undreamed oil reserves 
rules on the Exchange were re-!| have been uncovered in Alberta. 








vised and an amendment to the | Where are we to get the money 
|Criminal Code was enacted lasi|to develop these riches? Our 
|year providing for a five-year|meager 12 or 13 millions of 
|term of imprisonment for anyone | people cannot find it. As im 


,found guilty of “wash” sales in| the past we must go to our rich 


penditures. The population incre- 
ment of 
about 19 million persons; it con- 
stitutes the largest for any decade 
in the nation’s history. It com- 


pares with a gain of only 9 million | 
the | 


population in the decade of 
39s. Under such conditions, it is 
conceivabie that producers’ dur- 
able equipment, expenditures tor 


which have been tapering sharply, 


e | 


inay later show an upturn, con- 
trinuting further to the mainte- 
nance of general business al a 


high level. 


Expense Ratios Rising 
The foregoing hypothesis af- 
fords a propitious background for 
rctail operutions. Two other con- 


siderations also contribute ir that | 


direction. One is the fact that the 
readjustment of price structure 
from the peak has imposed a se- 
vere burcen on retail operations. 


This refeis not only to the actual | 


prices but to the restoration of 
normal qualities. The other is the 
fact that expense ratios of the 
stores have tended to rise shurply, 
with a checking of the rise in 
sales and a forward thrust in the 
level of expenses. 

The pressure on gross profit 
margins incident to a shaking 
aown of the price structure repre- 
sents the price that must inevi- 
tably be pnaid for a return from 
war-intlated levels to more nor- 
mal conditions. The shift is pain- 
ful while it lasts but once coim- 
oleted it will seem worth the price 
in that normal operaticns, re- 


lieved of excessive markdowns, 


can then ensue. On the expense | 


sice, stabilizing of the general 
price levels following price read- 
justments, with consumer incomes 
and spending well maintained, is 
helpful in restraining further rises 
of expense ratio. In addition, the 
elapse of time permits the accom- 
mcdation ot expense to the stadi- 
lized level of sales. Ratios may 
therefore show up more favorabiy 
than they have lately. 

The question we raised earlier, 
as to whether retail trade offers a 
good participation in the consumer 
economy that apparently lies 
ahead, must be answered in the 
affirmative. Consumer spending 


promises to be active. Certain hard 
goods have been running abnor- 
mally 


high in relation to total 


the 40’s will amount to) 


i'the economic thesis we have ad- 
vanced. 
one of the last major abnormali- 
ties in the situation, thus substan- 
|tially completing the chain of 
postwar readjustments. 

We saw above how the market, 
in its relative preference for such 


| connection with securities. 


It would tend to remove | 


Before Mr. McTague retired as 


|Chairman a little more than é 
year ago, and to whom much 


| credit is due for our present legis- 
| lation, he achieved what was his 
| prime desire when he took on the 


issues as Murphy, Sears and Fed- | 


'fact that some of the department 
store issues are so far below the 
1946 high shows that the market 
recognized the freakish character 
of the early postwar earnings in 
the department store field. With 


the market may be willing to pay 
a better price for earnings which 
i|have been rather 


is acknowledged quality and dem-| 
onstrated competitive ability. The | 


abnormalities out of the situation, | 


| promotional 
thoroughly | 


|shaken down and which may be| 


relieved from the difficulties im- 


posed by a declining price struc- | 


'ture and by an expense squeeze. 


|In short, the secondary issues in | 
3 


i the 
| further 


following 
in 


retail field 
trade 


may, 
readjustments 


|coming months, begin to look as} 
if they did not live in a world) 


| other than that occupied by the 
| prime issues. 


clarification of the retail outlook 
for the latter half of 1950, it is 
possible that the prime 
| which have done well marketw 
|may suffer some reaction 
| seasonal lines. 
| pear to embody great risks, how- 
‘ever, and they do seem to offer 
enhancement possibilities, as well 








| in some cases. The secondary is- 
| sues may be somewhat 
| over the near term but they offer 
| greater scone for capital gain. The 
low-priced department stores may 
in some cases offer sizable per- 
centage possibilities though per- 


job, that of a self-regulated and | 


self-disciplined industry. By ap- 


erated, gives clear indications of | propriate legislation, the industry 
its willingness to pay rather good! was 
prices for the not abnormal, that Broker, 


into three 
broker-dealer 
investment dealer. 
now defined as a 
agent and must be a member oi 
the Toronto Stock Exchange. The 
investment dealer is a member 0' 
the Investment Dealers’ Associa- 
tion and is usually engaged in the 
distribution of bonds and the more 
mature and less speculative se- 
curities, The broker-dealer is the 
house, almost ex- 
clusively engaged in mining and 
must be a member of the com- 
paratively new association known 
as the Broker-Dealers’ Associa- 
tion of Ontario. 

Now, no one can secure regis- 
tration from the Commission un- 
less he is a member of one of 
these three associations. The 
Stock Exchange and the IDA, of 


divided groups 
and the 
The broker is 
commissionec 


course, have been regulating ano 
controlling and disciplining their 
Pending the expected favorable | 


issues 
ise | 
along | 
They do not ap-| 


|as capabilities of higher dividends | 


riskier | 


haps later timing of purchases may | 


be somewhat more advantageous. 
It may prove profitable to switch 


from stable to more speculative | 
issues. 
In the retail atmosphere visu- 


alized, top managerial ability will 
continue to command a premium. 
The strong position of the mail 
orders, in respect to the efficiency 
of operations and the values which 
they offer consumers, is likely to 





members for many years, but the 
new association, the BDA, is just 
now coming out of the “growing- 
pain” stage and, in my opinion 
very successfully. With 
lations and regimentation, but ! 
think it is agreed among even the 
most enthusiastic mining  pro- 
moters, this was necessary. 


pass on all promotional literature 
issued by its members. Their 
discipline committee has 
powers, including that of fining 
suspension and cancellation of 
membership. Recently a_ price 
spreads committee has been set 
up which, in effect, dictates the 
original public offering price in 
any new undertaking. All of 
these regulations must react to the 
public benefit. 

The speculative security pur- 
chaser must get a better run for 
his money but, we as Canadians 


realize that mining is still a most 


hazardous undertaking and securi- 


mining companies in the 


and 


ties of 
exploration 


its cre-| 
ation, of course, came more regu- | 


Sub- | 


committees of this association now | 


wide 


development 


neighbor to the south. Apart 
from the Alberta oil field which 
was developed by the millions of 
Imperial Oil and other large 
companies, every mining camp in 
| Canada was originally opened by 
| the wild-catter or the small cour- 
ageous promoter financed dy 
| small contributions from the pub- 
| lic. 

Most of the present mining pro- 
|/motion is done right here on Bay 
Street and our efforts to raise 
American venture capital is being 
strangled in a web of American 
restrictive and discriminative leg- 
islation. Not only must we file 
with the Federal Security Ex- 
change Commission and comply 
with their Federal Act, but also 
with the Acts of the 48 States of 
the Union. The delay and ex- 
pense is prohibitive. After meet- 
ing all of our own requirements 
we find ourselves confmed to the 
boundaries of Ontario in our 
efforts to raise money unless we 
qualify with the Commissions of 
the nine other Canadian Provinces 
and the 48 States. Until the other 
provinces and the States realize 
that the development of our re- 
sources is of continental and even 
global concern and uniformity and 
reciprocity in securities legisia- 
tion is brought about there is 
danger that millions of tons of 
strategic metals and millions of 
barrels of oil will never be un- 
| earthed. 





ili one 


’ Gregg, Storer Add 
(Special to THe Financiat CHRONICLE) 
BOSTON, MASS.— Horace W. 

Wood has been added to the staff 

of Gregg, Storer & Co., 35 Con- 

gress Street, members of the Bas- 
ton Stock Exchange. 
eet 


Joins Clayton Securities 

(Special to Tue Financia, CHRONICLE) 

BOSTON, MASS:—Babert V. 
Brooks, Jr. is now with Clayton 
Securities Corp., 82 Devonshire 
Street. 


Mathews 


CHRONICLE) 


I 


Two With Ed. E. 


(Special to THe FINanctat 

BOSTON, MASS.—Paul R. Dee- 
gan, Sr. and James J. Shea are 
now with Edward E. Mathews Co., 
53 State Street. 
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What Makes a Bull Market? 


(Continued from first page) 


be tempted to obtain a partner- 
ship in some pet company. 

(2) The concept that pension 
plans are a part of industry’s cosi 
structure seems destined to stay 
and grow, and this means a stead- 
ily increasing amount of fiduciary 
capital which will be seeking in- 
vestment. A few years hence, the 
pension fund addition to ithe 
stream of investment capital re- 
quiring a haven could easily be 
several billion dollars annually, 
a figure which compares with less 
than $10 billion of domestic capi- 
tal flotations in 1948. Irrespective 
of the specific manner in whicii 
pension funds are invested, the 
prospect is that the blue chips 
will get bluer and that high-grade 
bonds will stay high. 

(3) Whether it be growing rec- 
ognition of our permanently 
higher price level, or the demon- 
strated cheapness of equities in 
relation to the purchasing power 
of the dollar in other media, the 
trend of price-times-earnings-ra- 
tios probably is turning upwarua. 
The thinking investor—and the 
market today is dominated more 
by the astute than the ill-informed 
—is slowly appreciating the 
fundamentally bullish implica- 
tions of our sharply increased 
population and better standard of 
living. This is a dynamic, not a 
static, economy, and _ industry’s 
markets are widening, not nar- 
rowing. 


Confidence and Economics Must 
ae | te 


Question of when these and 


other factors will “jell” and bring | 


about another 1926-29 is some- 
thing else again; the catalysts of 
confidence and general economic 
stability are obvious requisites. 
On the business front. the coal 
and steel strikes complicate a 
guesstimate of the outlook in that 
they prevented the full impact of 
the consumer goods _ recovery 
which started last July from be- 
ing demonstrated. Unquestion- 


ably, now that the steel and pre- | 


sumably coal strikes have been 
settled, the composite business in- 
dices will increase sharply into 
the winter months; the FRB in- 
dex might easily reach the 180 
level as compared with a strike 
low of about 155. A high rate of 
steel prdduction is in prospect well 
into spring inasmuch as steel will 


tive economy, an end to the in- 


, have characterized the 
| years. 


be in short supply for months to 
come. The economy also will 
have the stimulus of the $2.9 bil- 
lion soldiers’ bonus to be distrib- 
uted early next year, a carryover 
of the amazing vitality shown by 
the building industry, etc. 

But this leaves unanswered the 
question of whether the down- 
trend previously indicated for tne 
first half of 1950 has been delayed 
—indefinitely postponed — or 
merely softened. It is quite pos- 
sible, for example, that the strikes 
have corrected the excess of sup- 


ply over demand in the all impor- | 


tant automobile industry, where 
an output drop was indicated for 
early next year. Dealer stocks o! 
new cars are at a low level today 


and the Big Three are planning | 


new record high production foi 
the early part of next year. It may 
well be, therefore, that the strike 
situation has eased the coming 
deflationary aspects of currency 


devaluation, sharply lower indus- | 


trial capital expenditures, etc. 
And a downward business trend 
won’t be seen until the second 
quarter of 1950. 


Less Selectivity Needed 


On the market front, the chief | 
requisite for a major bull market 
is a more genera! and less selec- 


decision, confusion midst plenty, 
extraordinary selectivity which 
past few! 
Naturally, there always | 
will be deviations from the aver- 
age in a dynamic economy; the 
status quo isn’t consistent with | 
capitalism, and styles in specu-| 
lation will continue to change. It’s 
inevitable that 1950 disclose an 
“Admiral” doing a_ spectacular 
merchandising job in a promo- 
tion-minded industry and a 
“Phileo” which loses competitive | 
ground and falls out of grace. Or | 
“B. F. Goodrich” which 
mands growing respect at 
same time a “U. S. Rubber” 
losing its previous market halo. 
But a major move which makes 
the Dow theory a workable tool | 
again doesn’t seem likely until | 
intra~industry changes become the 
exception rather than the rule. We | 
need another period where gen- 
eralizations will suffice — not an’ 
era where selectivity is king. The | 
die will be cast in the first quarter | 
of 1950. 


a com- | 
the 


is 





‘Economic Therapy Under 


Employment Act 


(Continued from page 19) 


What I have said thus far is 
perhaps an unduly metaphorical 
treatment of problems that come 
to you in stark concreteness across 
your business desks or in your 
private affairs every day. It will 
perhaps serve, however, as a use- 
ful background for thinking on 
some of the basic problems which 
each of us as businessmen and 
as citizens will be confronted by 
in the closing months of this year 
and in 1950 and in which we shall 
have to be in some measure, large 
or small, active participants. This 
is the thought which animated me 
in a recent address which, in spite 
of its brevity, has attracted a 


quite unexpected degree of public 
attention. 


In that talk, I was simply an 
economist-at-large, laying my 
thinking before a sizable group 
of thoughtful citizens and busi- 
nessmen. I expressed concern that 
each of the three major groups 
in the private sector of the econ- 
omy seemed to be relying on one 
form or another of restrictionism 
to promote its interest, whereas 
only the expansion of production 
can produce the conditions of 
abounding economic health—can 
Promote the wealth of the whole 


people and hence of all] its citizens. | 
I concluded with a single sentence | 
ebout a major aspect of govern-| 
ment’s part in national economic | 
health. I said: “I am not happy | 
when I see government slipping 


back into deficits as a way of| 
life in a period when production | 


and employment are high, instead 
of putting its fiscal house in order 
and husbanding reserves to sup- 
port the economy if less prosper- 
cus times overtake us.” 


Gross Oversimplification of 
Economic Problems 


Now of course I am glad to find 
that a concern about our national 
affairs which I think is serious 
has evoked so widespread a re- 
sponse from other thoughtful citi- 
zens. But in some cases I detect 


|\sweep. I 


la 


|employment are 


take action as easy as it is plainly 

sensible. 
Now, this is 

fication of a 


a gross oversimpli- 
situation which is 
so deep and so intricate as to 
‘challenge the understanding, the 
ceoperativeness, and the deter- 
mination of the elite of our 
Nation, in government and out, in 
the Executive Branch and in the 
Congress, in the incumbent party 
and in the loyal opposition. No 
power of human ingenuity and 
courage could etfect a quick bal- 
ance of our national budget under 
the conditions by which we are 
confronted and assure that over 
the next few years there would 


be a succession of balanced budg- | 


|ets and graduaily increasing sur- 
/pluses which would make possi- 
ble an orderly reduction of the 
national debt to manageable pro- 
portions. 1 have observed the real 
situation at too close range to 
be unaware of the difficulties. I 
have seen the grinding struggle of 
the President, of the Director of 
the Budget, and the _ several 
agency heads to hold down pro- 
grams that were demanded not 
alone by bureaucrats, but by well- 
intentioned citizens, strongly or- 
ganized interest groups, and their 
hard-fighting representatives 
the Congress. 

The issues involved are not 
those of black and white. There 
is much that we must forego, and 
on the other hand there is support 


| by sincere and competent people 
/on behalf of particular protective 
| and 

| even 


developmental 
when 
entries in the national ledger. But 
all this is something quite dif- 
ferent from saying that the size 
of the national debt does not mat- 
ter and that our particular group 
will force our particular expendi- 


expenditures 


| ture without consideration of the 
its deepest | 


national interest in 
foundations and _ its broadest 
repeat that “slipping 
into deficits as a way of life over 
period when production and 
high” is some- 
thing to be viewed with alarm. I 
would rather expose myself to 


| the accusation of having a super- 
| caution resulting from advancing | 


years and my New England an- 
cestry or my scientific training 
and asscciation than to go along 
with the easy 
does not involve a danger or that 


it. 


President Making Efforts to Hold 
Down Spending 


Lest you think I am doing too 


much to justify the reputation of | 
economics as ‘‘the dismal science,” | 


‘I wish to end on a more cheerful 


| note. And, as a guest of the Cham- | 
| ber of Commerce, I am happy that | 
_I can combine this with a word of | 
| commendation for your great or-| 
ganization. I have suggested above | 
his aides | 
have been making sincere efforts | 


that the President and 
against terrific opposition to hold 
down expenditures. One who has 
given yeoman service in this ef- 
fort under most trying conditions 


is the Secretary of Defense. He! 
had not been long established in | 
| his secretarial chair before he had 


really hard-headed studies under 
way to find the places where ex- 
penditures could be curtailed 
| without harm to the defense serv- 
|ice. I cannot recall a statement of 
|more simply forthrightness and 
| public courage than his: “I do not 
propose to have a peacetime WPA 
in the Defense Establishment.” He 
has announced his cuts and stood 
by them against the protests of 


groups whose business might be| 
adversely affected and of Congress- | 


in | 


they entail red-ink | 


doctrine that this) 


nothing at all can be done about 


demands for curtailment of pub- 
‘lic expenditures were going for- 
ward, state» and local chambers 
were rushing to Washington to 
put the heat-on their Senators and 
|'Congressmer and on administra- 
tive officals every time a local ac- 
tivity was threatened with cur- 
|tailment. In the present instance, 
‘I take off my hat therefore to 
/your national president, Herman 
| Steinkraus- Quick upon the heels 
‘of Secretary Johnson’s curtail- 


/'ment orders, he wrote a letter of 
| personal endorsement of the ac- 
‘tion and encouraged the sending 
‘of similar letters by Chamber 


Subsidy Housing and Federal 


members. Better yet, he wrote to 
the 2,500 local chambers all over 
the country, saying in essence: 
“You have asked for economy. 
Well, here it is. Now don’t come 
to Washington trying to upset it, 
but in your local communities 
bend every effort to see that per- 
sons disemployed in the process 
are promptly reemployed in pro- 
ductive work.” With that sort of 
team-play between government 
and business and only with that 
can we hope to effect those econ- 
omies which are both possible and 
necessary. 


Deficits Leading to National Ruin 


erty owners. Yes, new construc- 
‘tion is humming along at a fast 
clip, but your business and al! 
|other businesses in America wiil 
/be knocked into a cocked hat, if 
the loose policies of the Adminis- 
tration are allowed to continue. 


| 


| Deficit Financing Cannot Go On 

Your Federal Government can- 
not go on with its high-living ex- 
| penditures, deficit financing, bor- 
| rowing to spend, mortgaging the 
| nation’s productivity, without in- 
| viting national disaster. It is just 
'as simple as two and two make 
|four. The government cannot long 
borrow to spend and remain sol- 
| vent, any more than an individua! 
can live beyond his means. You 
| cannot go on teiling the grocer, 
‘the doctor, the merchant, or the 
| manufacturer, “Charge it.” Some 
|day you must pay. Nor can the 
' government continue solvent by 
| swelling the national debt. It 
| too, must be paid. It must be paid 
‘out of the hard-earned dollars 
|of the people. Now get ready for 
| a shock! 

Your national debt has _ in- 
|creased $5 billion to a total of 
| $256 billion since last April. And 
| it is skyrocketing toward the war- 
time peak, when the nation’s total 
resources and effort were con- 
centrated on winning the war. 
The wartime peak was $279 bil- 
lion. Nearly $20 billion of that 
sum was on” paper, because pro- 
ceeds of the victory bond drive 
in mid-1945,.were not used, sim- 
'ply handed back to the lenders. 
So, our debt today is only $3 bil- 
‘lion below the actual wartime 
high. 

Now, 
shock! 

The first session of the 8lst 
Congress appropriated and au- 
thorized $50-991,000,000. Don’t be 
fooled by phoney figures put out 
by defenders of this reckless dis- 
regard of the taxpayers. They 
leave out items, such as the so- 
called permanent appropriations. 
| But they all have to be paid for. 

Even the Administration's esti- 
|}mates of the deficit this fiscal 
| year are rising. 
said, last January, it would be 
about $1 billion. The Budget Bu- 
reau now forecasts a deficit of 
$5% billion. Other competent es- 
timators, including Senator Byrd 
of Virginia, put the deficit at $7 
billion, and double that amount 
in fiseal 1951. 

There are 2,100,000 civilians on 
the Federal payroll. They are in- 
creasing at~the rate of 10,000 a 
month, ana the end is not in 
sight. The authorizations made 
by the 81st. Géngress will add 75,- 
000 government employees. Is it 
any wonder t the government 


get ready for another 





a tendency to read a specific kind |men whose voting strength might} spends $250 Mfidre than it takes in, 
of answer into what I regarded as| be impaired. He is, of course, a| every time your watch ticks? 


hardly more than the statement of 


«© 


a 


|fallible human being, but he is 


The CensugeBureau reports 6,- 


problem. That is, many people | also a cheering example of a man | 038,000 Federal, state and local 
seem to jump to the conclusion|in public life who has stood up| employees, 


as of last January. 


that I suppose our national budget|to the responsibilities of his of-| That is one owtof every 10 in the 


could be immediately balanced, a 
Treasury surplus created, and 
even debt retirement effected if a 
handful of men in Washington or 


fice. 


| And this is where the Chamber | 


comes in. In the past I have some- 
times twitted my good friends in 


‘the Chamber of Commerce of the| was 9% 


| nation’s working force. 

In 1929, all«federal tax collec- 
| tions amounted to only 4% of the 
| national income; in 1939 the ratio 
, and in 1947, 21%. a fiz- 


even the President alone would’ United States because, while their! ure only slightly below the rec- 


The President | sen 
' Scott Lucas of Illinois, is now tell- 


(Continued from page 7) 


ord wartime ratio of 23% estab- 
lished in 1943. 

Today when state and local 
taxes are added to Federal taxes, 
we find that 27% of the national 
income passes through the hands 
of various taxing jurisdictions. 
Did you know 27 cents out of 
every dollar the American people 
earn, goes for government? Do 
you know that that is more than 
the nation’s food bill? 

The President now wants to in- 
crease your back-breaking taxes. 
But, with national income fali- 
ing, with productivity staggered 
by the steel and coal strikes, and 
in the face of a buyers’ market 
supplanting a sellers’ market, an 
increase in the nation’s tax bur- 
den would be a crippling blow to 
our whole economy. It might be 
the killing blow. 

Why, all of us know, the only 
sound, sensible course is to cut 
the outrageously high cost of gov- 
ernment. Cut out the waste and 
inefficiency. Get the governmeni 
down to size. Get on a pay-as- 
you-go basis. Stop the biggest 
give-away show on earth! 

The Hoover Commission on 
Government Reorganization found 
at least $3 billion could be saved 
by eliminating duplication and 
overlapping, and by efticiency in 
management of personnel. A lit- 
tle efficiency here and there never 
hurt anybody. But, even assum- 
ing this action toward sound fis- 
cal policy were taken by the Ad- 
ministration, and that is assuming 
too much, a $3 billicn cut in 
expenditures won't balance the 
budget. 


Cannot Support Nations of World 


It is high time to tell half the 
nations of the world that the 
United States of America can no 
longer afford to arm and support 
them. Oh, yes, there will be big 
spenders of the taxpayers’ money 
who will cry loudly that such a 
notice to the world would mean 
that the United States has gone 
isolationist, and its people, like 
ostriches, have their heads in the 
sand. That is what the majority 
leader of the Senate, Senator 


Of course, that 
is sheer nonsense. The American 
people have learned by two 
bloody world wars that America 
is no longer secured by two 


ing the people. 


oceans, and that this country is 


part and parcel of the world. 

Why, the Communists are mak- 
ing us painfully aware of that fact. 

ECA Administrator, Paul Hoff- 
man, on his return from Europe, 
recently, said he would advocate 
a reduction in ECA appropria- 
tions, because Western Europe has 
made great strides in recovery, 
and Communism, from within, no 
longer is a danger. 

Senator Tom Connally, Chair- 
man of the Senate Foreign Rela- 
tions Committee, also is quoted in 
the press as favoring a reduction 
in ECA _ appropriations. Does 
Senator Lucas put Senator Con- 
nally and Pau! Hoffman in the 
corner of stupid isolationists? 

The ECA appropriation can and 
should be cut, at least $1.5 billion. 
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As a member of the Senate Appro- 
priations Committee, I shall vote 
and follow through for such a 
cut on the Senate Floor. 

Must we go bankrupt to prove 
America is world-minded? Thirty- 
jive billion dollars, in cash and 
geods, have been poured into for- 
eign countries in 23 different 
money-spending schemes, since 
the end of the war, $35 billion. 
America has fulfilled her moral 
obligation generously, and with- 
cut stint, in rescuing freedom- 
loving countries of Europe from 
the destitution and devastation 
that confronted them at the war’s 
end. But the economic problems 
that new confront these countries 
can be solved only by them, 
through sound government poli- 
cies, through greater productivity, 
through sensible trade relations 
among themselves, and through 
realistic exchange of their own 
currencies. 


Draining Taxpayers to Bolster 
Socialism 

To continue pouring billions of 
the American taxpayers’ money 
into support of the Socialism in 
Great Britain is a betrayal of 
public trust. Why should our tax- 
payers be drained to bolster So- 
cialism abroad when we don't 
want it at home? Is it any won- 
der that the Administration at 
Washington, which harbors so 
many socialistic ideas and cham- 
pions the welfare state, is eager 
to support Socialism in Great 
Britain? 

And there are other rat-holes, 
down which the American tax- 
payers’ money is being poured. 
The program launched by the 81st 
Congress, to provide ground forces 
in Westein Europe is a futile 
waste of the taxpayers’ money. 
An appropriation of $1.4 billion 
was made as a starter. 

For division 


every of ground 


troops that we provide for West- | 


ern Europe Russian could produce 


20, and the cost to us per division | 


over a 4-year period would be 
$400 million. not counting air sup- 
port. 

At the end of World War II, 
Russia had 502 divisions pound- 
ing Hitler's army into submission, 
while the United Stateseand all 
her allies had 91 divisions on the 
Western front. That was our 
maximum strength. News that 
Russia has achieved an atomic ex- 
plosion should impel our military 
planners to tailor our defenses 
according to the ability of our 
people, and especially our indus- 
tries, to support. 

America must have mastery of 
the air to deliver our 


bombs: and America must have 


mastery of the air, if we are to| 


be able to prevent Russia from 
delivering an atomic bomb, or any 
other bomb on our soil. 

W: should have air bases in 
Nort. Africa, the Middle East, 
Okinawa. Japan, the Philippines, 
and elsewhere, from which our 
bombers can strike Russia if she 
chooses war. Pulverize Russia’s 
munitions plants, her steel plants, 
her bridges, and transportation, 
and Russia will be punished into 
submission. 

At the same time, our defenses, 
especially in the air, and with the 
best devices that science can pro- 
Guce, such as a radar screen 
reaching up to Alaska, must be 


strengthened and made impreg- 
nable. 

In our national defense all 
erms of the service, the Air 


Force, the Army and the Navy, 
have vital roles. There must be 
more teamwork and less bicker- 
ing, on who is to do what. But, 
what is more important than all 
else. America must have a strong 
national defense, through a united 
front. that believes in the Ameri- 
can waz and which will keep off 


of our backs the dead hand of 
statism. 

Do you know that under the 
label of social welfare, the Presi- 





dent has submitted to the 8lst 
Congress proposals that would | 
cost over a 50-year period one| 
trillion, 250 billion dollars. Sounds | 
fantastic, but it is true. In silver | 
dellars that much money would 
make seven stacks reaching to the 
moon. 


Has the moral fiber of the 
American people become = so 
| weakened by 16 years of order, 
| directives, controls, and hand- 


outs, that they just don’t care? 
.Is their spirit broken? Do they 
think more of illusory promises, 
government paternalism, promises 
of security from cradle to the 
grave, than they do for their 
rights and liberties and freedom 
of choice that have been handed 
'down to them at such great cost 
in blood? 


Have they succumbed to the 
pagan ideology, whose fountain 
is in the Kremlin at Moscow? 


Eternal Vigilance Required 


Fellow Americans, you are go- 
ing to lose your precious free- 
/doms, unless you heed the wisdom 
of the ages that “Eternal vigtl- 
ance is still the price of liberty.” 

We still enjoy intellectual free- 
dom, social, political and religious 
| freedoms. These did not come to 
jus by ehance or fate. You in- 
_herited them from the men who 
‘fought for them long ago; and 
| from those others who, like the 
| veterans among~you, defended 
‘them against all attacks. 


| The vioneers,. who settled this 
-country of ours, did not seek a 
life of ease and security, spoon- 
fed by government bosses. They 
sought freedom of opportunity 
and found it. We have protected 
a man’s right to work, his right 
to organize and bargain collec- 
tively, and to strike. But the right 
to strike does not include a right 
|to jeopardize the health and wel- 
fare of all the people by paralyz- 
ing our whole national economy. 

The man who furnishes the cap- 
ital and the know-how for busi- 
ness enterprise, also has _ his 
rights and they are human rights. 
Remember that without Henry 
Ford’s millions ploughed back 
into the business, there would bx 


ment promised them. Then, the 
invaders took over and the Roman 
Empire was no more. Do you see 
the parallel between the fall of 
Rome and what is happenning in 
America? Mention thrift, econ- 
omy, trugality, and you _ are 
laughed at by the welfare staters. 
You are 160 years behind the | 
times in the minds of these spoil- | 


| 


these ruinous policies will destroy 
America, they say we are using 
scare words. 


Wake Up, America! 


Wake up, America, while there 
is still time. Let everyone of us 


of freedom. Be the Paul Reveres 
and the Minute Men. Sound out 
the warning as you ride in your 
own communities and your own 
neighborhoods. Carry the facts to 
the people that: We stand for a 
Republic, in which the elected 
representatives and public offi- 
cials are servants of the people 
and not their masters. 

We stand for Jeffersonian state 
rights and local home rule. We 


people to prosperity by lighten- 
ing the burdens of debt and taxes, 
laying down rules of fair play, 
and by protecting those whose 
own strength.-and resources 
not sufficient.to protect them- 
selves. 


We stand fer’ the maximum of 
freedom of choice for the individ- 
ual, consistent with the rights of 
all to the same freedom. We stand 
for competitive enterprise, under 
just laws, fairly administered. We 
stand for efficiency anc pay-as- 
you-go economy in government. 
We stand for an equitable distri- 


ulate creative enterprise, to give 
incentive for investment in new 
and expanding plants for the in- 
crease.of groductivity, and to pro- 
vide jobs at fair wages. 

We support the National Labor 
Relations, Act. We favor amend- 
ing it, as experience deems neces- 
sary in the interest of labor, man- 
agement, and the public. We 
insist that this law and all other 
laws must be enforced according 
to the procedures therein pre- 


ers. And when you point out that | ments for our goods—that is, our 


recedicate ourselves to the cause | 


maintain government can help its | 


are | 


bution of our tax burden, to stim- | 


Truman’s Point Four ‘‘On Trial’’ 


(Continued from page 5) 


fundamental troubles. This has the countries of the world from 
been going on for 30 years, that’ making much needed basic cor- 
is, since World War I, we have rections. 

been giving foreign countries dol- . <@ * 

lar chips to make so-called pay- Q. Don’t forcign countries sup- 
| ply a needed investment outlet for 
our capital? 


A. On the contrary, President 
'Truman hirnself nas pointed out 
the necessity ror American indus- 
try to spend $50 billion for ex- 
/panding our own productive fa- 
| cilities. [| agree with both Messrs. 
Roosevelt and Trurnan that many 
| billions are needed to clean up 
/our rural and urban slums—and 


| wealth. These IOU’s for our dol- 
_lars have taken the form of war 
| loans, foreign bond flotations sold 
_ to our private investors, gold now 
buried in Kentucky, Lend-lease, 
postwar loans again, and now 
Marshall Aid. Official figures 
show that since the end of World 
War I, 84% of our favorable ex- 
a balances were settled by 

ese devices. Since the end of | : , 
World War II, European aid has | hay 2 ah et cme petraette 
already cost the American tax-| aa ee <a 
payer $25 billion, and $3% billion | ee ae 
more this year. But by far the ._@- How about the argument 
worst part of this kind of thing is | that additional investment would 
not even the damage to our tax- | Combat Communism? 
payer, but that it affirmatively| A. You cannot buy off Com- 
glosses over the fundamental; munism that way. I'd like to 
troubles and furthers the delay in| quote from the London “Econ- 
| solving them. omist,” from an article entitled 
.“Point Four in Asia”: 

Q. What are some of these mal-| “Above all, the contributor to 
practices that are being left un-| Point Four schemes would be 
corrected and are being glossed | mistaken in thinking that, even 
| over? where the spending of his money 

4. Inflation—as in the case of| is successfully administered, it 
England, to mention just one would serve as an immediate anti- 
country, which is persistently liv- | dote to communism... . Paradox- 
ing way beyond its means. Then | ically, any change for the better 
there are vicious and increasing | in the Asiatic peasant’s miserable 
trade restrictions, currency con-| Circumstances seems to wake him 
trols, and cartels of every kiad)| Out of his fantastic lethargy only 
and description which Mr. Hoff-| to render him receptive to com- 
man, ECA Administrator, says) munist whisperings that he ought 
make those of Hitler’s Germany | tO be getting more. 


* t 


te 
a 








a pink-tea affair. And we too are And the Russians’ evidently 
| contributing our share to the ob-| agree, by voting for it in the 


struction of trade by persistently 
retaining our tariff walls, thus 
making it impossible for for- 
eigners to pay us for our goods. 
| So Point IV is just another pro- 
| gram which will continue to keep 


U. N. An indication, to say the 
least, that the Politbury does not 
take seriously our faith in the 
proposed program’s alleged anti- 
Communist effectiveness. 


the company’s common = stock. 
During 1948, Commonwealth pur- 
chased an additional 2.020,000 
shares of tire company’s common 
stock for $20,200,000 in cash. Of 
the 12,020,000 snares of such com- 


Lehman Group Offers 
Southern Go. Shares 


Lehman Brothers heads a group | 
of 99 purchasers that is offering | 








atomic | 


no 60,000 jobs today at River 
Rouge. If the unjustifiable de- 
mands of labor, or the unchecked 
greed of the tax assessor, or the 
theorizing of the government 
bosses stops men from. saving 
money and investing in property, 
or stifles freedom of choice to 
prosper, or supplants private in- 
itiative with collective regimen- 


scribed. We stand for the protec- 
tion of the American way of life 
against Socialism, Communism, 
Fascism, and all other alien ideol- 
ogies. They..have never worked 
anywhere, and we don’t want 
them here. 


We have supported and will 
continue to support essential in- 
ternational relief, as a humani- 


tation, then, fellow-citizens, the|tarian obligation. We favor con- 
United States will repeat the his-|tinuing aid to freedom-loving 
tory of every nation that has got-| countries in reestablishing their 
ten onto that slippery highway. productive economies prudently, 


America today is traveling the 
same road to ruin that wrecked 
the Roman Empire. The Roman 
citizen, like you and I, enjoyed 
freedom within laws of his own 
making. Courts, hospitals, banks, 
markets, roads, systems of trans- 
portation. All these were feat - 


and to the extent our country can 
afford, and in accord with prin- 
ciples of government that apply 
to American citizens. 

We support the United Nations 
as an organization wherein the 
organized conscience of mankind 
shall find effective expression in 


| publicly today (Dec. 1) 1.500,000 
shares of The Southern Co. com- 
mon stock at $11.95 per share. The | 
| group was awarded the shares at 
competitive sale Nov. 29 on a bid | 
of $11.58%. | 

Proceeds will be used by the | 
'company to purchase additional 
shares of common stock of one 
or more of its subsidiary operat- 
ing companies to assist them in‘ 
financing their present construc- 
tion prograins. It is the company’s | 
present intention to invest the, 
proceeds prior to the end of 1950, | 
together with treasury funds to 
the extent required, as follows: 
$5,500,000 for the purchase of ad- 
ditional shares of common stock 
of Alabama Power Co.; $8,500,000 
for the purchase of additionai 
shares of Georgia Power Co. com- 
mon stock; and $1,500,000 for the | 


mon stock owned by Common- 
wealth on Sept. 30, 1949, 11,785,665 
shares have since been in process 
of distribution to the holders of 
common stock of Commonwealth, 





Bertram A. Doering With 
V. C. Weber & Co. 


(Special to THe FInaNnctaL CHRONICLE) 

ST. LOUIS, MO.—Bertram A. 
Doering has become associated 
with V. C. Weber & Co., 411 
North 7th Street. Mr. Doering 
was previously with Stifel, Nico- 
aus*& Co., Inc., Ernst & Ernst 
and Scherck, Richter Co. 





— — 


First California Add 
(Special to Tue Financia CHRONICLE) 
SAN FRANCISCO, CALIF. — 
Edward E. Ulrich has become af- 
filiated with First California Co., 





ures of Roman culture. A power- 
ful army threw a protecting bar- 
|rier around the far-flung Roman 
|Empire. The Roman Navy held 
the Mediterranean, and pushed 
proudly beyond the Strait of 
Gibraltar to the White Cliffs of 
| Dover. Behind these human ram- 
parts, the great city-state lived 
gloriously on her seven hills, and 
received tribute from all corners 
of the world. And then, not 
swiftly, but gradually, the Roman 
Empire crumbled. Why, Rome fell 
because the nation collapsed spir- 
itually, because a hardy race suc- 
cumbed to the insidious ideology 


that government can do all for the | 


people: because rulers bought 


behalf of peace with justice. 

We insist that the United States, 
which contributed so heavily to 
the victory in World War II in 
lives and treasure, must not be 
by-passed by transfer of author- 
ity in decisions to any other 
agency; and we insist that the 
Congress must not be by-passed 
in the peace-making through Ex- 
ecutive agreements. 

We stand for a well-trained and 
fully equipped national defense 
establishment, in which the Air 
Force, the Army, and the Navy 
are thoroughly integrated as a 
team. We insist they must be 
supported by the most modern 
scientific research, a strong in- 





purchase of additional shares of 
Mississippi Power Co. common 
stock. 

After giving eifect to the sale 
of 1,500,000 common shares, The | 
Southern Co. will have 13,520,000 
common shares outstanding. 

The company owns 100% of the 


300 Montgomery Street. 





Paul C. Rudolph Co. Adds 


(Special to Tue Financia CHRONICLE) 


SAN JOSE, CALIF.—Rudolph 
|_H. Nurmi is with Paul C. Rudolph 
& Co., 40-D South First Street. 


. » TT 
outstanding common stocks of 

four operating public utility com- With James Ebert Co. 
panies, namely: Alabama Power BAKERSFIELD CAL. — Wil- 
|Co., Georgia Power Co., Guli ¥ ’ 


liam F. Campbell is now asso- 
ciated with James Ebert Co., 630 
Chester Avenue. 


Power Co. and Mississippi Power 
Co., which furnish electric service 
respectively in the States of Ala- 
bama. Georgia, Florida and Mis- 
sissippi; and all of the outstanding 
securities of Savannah River 
Electric Co. which owns land and 


With J. A. Hogle & Co. 


(Special to THe Frvancrat CHRONICLE) 


SAN DIEGO, CALIF.—Joseph 





power at home ard favors abroad; | dustrial system, and adequate re- 
and because integrity and thrift| serves of trained men with the 
and industry were smothered by | best weapons and equipment. 
corruption, waste, indolence. | We accept the challenge of the 

The Reman Empire fell be-'| government spoilers, and we are 
cause its people traded their hard- going to win! America is the best 
earned freedom for the ease and country on earth! Let’s fight to 
security that a corrupt govern-| keep it that way! 





flowage rights in Georgia and 
South Carolina. The securities of 
said companies, together with 


$3,000,000 in cash, were acquired 
by the company from The Com- 
monwealth & Southern Corp. 
(Del.) as of Sept. 1, 1947, in con- 
sideration of the issuance and de- 
livery by the company to Com- 
imonwealth of 10,000,000 shares of 


B. Michael has become affiliated 
with J. A. Hogle & Co., 1030 Sixth 
Avenue. 


Hexter Co. Adds 


(Special to Tue Financra CHRrontcie) 


LOS ANGELES, CALIF.—Neal 
MeVickar, Jr. is with Hexter & 
Co., 6363 Wilshire Boulevard. 
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Securities Now in Registration 





® Allied Distributors, Inc., Gardena, Calif. 
Nov. 21 (letter of notification) 1,000 shares of 6% pre- 
ferred capital stock and 51 shares of common stock. 
Price, preierred $100 and common $175 each. No under- 
writer. For general corporate purposes. 
® American-Marietta Co., Chicago 
Nov. 21 (letter of notification) 10,000 shares ($2 par) 
common stock. Price, market (about 10%). Underwriter 
—H. M. Byllesby & Co., Chicago. To reimburse cor- 
poiate treasury for expenses in connection with pur- 
chase of additional property. 

Ampatl-American Palestine Trading Corp., 

New York 

Nov. 3 filed $6,250,000 10-year 3% sinking fund deben- 
tures and 200,006 shares ($10 par) Class A stock. Under- 
writer—None, but securities are to be sold through ef- 
forts of directors and employees. Stock is to be offered 
at $11 ner share. Proceeds—To be used for economic de- 
velopment of Israel. 


® Austin Jumbo Mines, Inc., Reno, Nev. 
Nov. 23 (letter of notitication) 360,000 snares ($1 par) 
common stock. Price, $1 each. No underwriter. ‘To buy 
additional mining and milling machinery and pay in- 
debtedness on present machinery. 

Barclay Oil Co., Inc., Mt. Carmel, Ill. 
Oct. 13 (letter of notification) 2,000 shares of non-con- 
vertible ($100 par) value preferred stock and 6,000 
shares ($1 par) commen stock (of which 2,000 shares 
will be purchased by underwriter at par). To be offered 
in units of one share cf preferred and two of common 
stock at $102 a unit. Underwriter—Sterling, Grace & 
Co., New York. To acquire oil leases and drill wells. 


Broadway Angels, Inc., New York City (12/5) 
Nov. 14 filed 2,000,000 snares (lec par) common stock and 
500,000 management shares of 0.1 of a cent par value, 
to be sold at 50 cents and 12.5 cents respectively. Under- 
writer — Hugh J. Devlin, New York. Proceeds — For 
working capitel. Business—To back theatrical produc- 
tions, distribute tickets and act as an agent tor talent. 

Canam Mining Corp., Ltd., Vancouver, B. C. 
Aug. 29 filed 1,000,000 shares of no par value common 
stock. Price—800,000 shares to be offered publicly at 80 
cents per share; the remainder are registered as “bonus 
shares.” Underwriter—Israel and Co., New York, N. Y. 
Proceeds—To develop mineral resources. 


Central Illinois Light Co. (12/14) 

Nov. 18 filed $12,500,000 first mortgage bonds, due 1979. 
Underwriter — Competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.; Equit- 
able Securities Corp.: The First Boston Corp.; Union Se- 
curities Corp.; Merrill Lynch, Pierce, Fenner & Beane 
and Stone & Webster Securities Corp. (jointly); Blyth & 
Co., Inc.; Lehman Brothers. Proceeds—To reaeem out- 
standing 3'2% first and consolidated mortgage bonds and 
repay short-term bank notes. Bids expected Dec. 14. 


Central Power & Light Co. (12/6) 

Nov. 15 filed $5,500,000 of sinking fund debentures, due 
1974. Underwriter—Competitive bidding. Probable bid- 
ders; Halsey, Stuart & Co. Inc.; Union Securities Corp.; 
Carl M. Loeb, Rhoades & Co.; Kidder, Peabody & Co.; 
Glore, Forgan & Co.; Merrill Lynch, Pierce, Fenner & 
Beane and Salomon Bros. & Hutzler (jointly); The First 
Boston Corp.: White Weld & Co.; Shields & Co. Pro- 
ceeds—For improvements to facilities, to repay outstand- 
mg notes. Bids—Bids for purchase of bonds will be 
received by company at 20 Wacker Drive, Room 2154, 
Chicago, up to 11:30 a.m. (CST) Dec. 6. 


Citizens Telephone Co., Decatur, Ind. 
Oct. 21 (letter of notification) $250,000 of 414% 
ferred stock. Price $100 each. 
to common stockholders. No underwriter. For plant 
and property additions to convert to automatic dial 
operation. Office: 240 W. Monroe Street, Decatur, Ind. 


® Clarostat Manufacturing Co., Dover, N. H. 
Nov. 23 (ietter of notification) 7,380 shares ($1 par) 
common. stock. to be sold for Frank Mucher, 1102 E. 31st 
Street, Biooklyn, N. Y., at market (about $2.50 each). 
Ui nderwriter—C. B. Richard & Co., New York. 


Colorado Oil & Gas Co., Alamosa, Colo. 
Aug. 30 (letter of notification) 250,000 shares ($1 par) 
common stock, of which 200,000 will be sold for com- 
pany and 50,000 shares for N. O. Yeakley, a controlling 
stockholder, at $1 each. Underwriter—W. C. Hitchman 
Co.. New York. To lease properties, drill wells, and for 
working capital. 


pre- 
To be offered initially 
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INDICATES ADDITIONS SINCE PREVIOUS ISSUE 


Consolidated Caribou Silver Mines, Inc. 
Nov. 17 (by amendment) 800,00C shares (no par) com- 
mon stock Price—$1.25 per share. Underwriter—Wil- 
liam L. Burton & Co., New York. Proceeds—To de- 
velop mining properties. Expected early in December. 


® Consumers Cooperative Association, Kansas 
City, Mo. 

Nov. 29 tiied $2,000,000 312% five-year certificates of 
indebtedness and $3,000,000 of 442% 10-year certificates 
of indebtedness, to be sold to members. Underwriter— 
None. Proceeds—For corporate purposes, including ii- 
nancing inventories and paying operating expenses. 
Business: Farmers Purchasing Cooperative. 


® Curtis Publishing Co., Philadelphia 

Nov. 29 (letter of notification) 500 shares of common 
stock, to be sold for account of Cary William Bok, a 
stockholder, at market. Hecker & Co., Philadelphia, 
will act as brokers. 

Dansker Realty & Securities Corp. (12/5) 
Nov. 21 (letter of notification) 300,000 shares of common 
stock (par 35c). Price, $1 per share. Underwriter — 
George J. Martin & Co., New York. Working Capital, etc. 

Detroit Edison Co., Detroit 
Oct. 14 filed 699,743 shares ($20 par) common stock. 
Offering — Offered to stockholders of record Nov. 
9 at $20 per share on the basis of one new share for each 
10 held. Rights will expire Dec. 5. Underwriting—None. 
Proceeds—To repay bank loans for construction and for 
additional construction. 


Dobbs Houses, Inc., Memphis, Tenn. 
Nov. 9 (letter of notification) 10,500 shares ($1 par) 
common stock. To be sold by James K. Dobbs, Presi- 
dent, and eight other stockholders. Price—-S$8 each. 
Underwriter—B. F. Ward & Co., Memphis. 


Dow Chemical Co. 
Nov. 4 filed 175,000 shares of common stock (par $15). 
Offering—To be offered to stockholders and employees 
of the company, its subsidiaries and associated compan- 
ies at $44.50 per share. Proceeds—To be added to treas- 
ury funds and used for corporate purposes. Underwriter- 
er—None. 


Eastern Harness Racing Club, Inc., Steubenville, 
Ohio 
Oct. 27 filed 1,000,000 shares (5c par) common stock. 
Price, $1 each. Underwriter—Tellier & Co.. New York. 
Proceeds—To purchase, improve and operate the Fort 
Steuben Raceway. 
Florida Power Corp., St. Petersburg, Fla. 
Nov. 2 filed 242,000 shares ($7.50 par) common stock. 
Offering—To be offered stockholders of record Nov. 30 
at the rate of one new share for each five held. Rights 
expire Dec. 21. Underwriters—Kidder, Peaboay & Co. 
and Merrill Lynch, Pierce, Fenner & Beane. Proceeds 
For construction. 


Florida Telephone Corp. 

Oct. 31 (letter of notification) 28,500 shares (par $10) 
common stock. Underwriters—None, other than com- 
pany’s officers, directors, employees or agents. Price to 
present stockholders will be $10 per share until Dec. 2, 
1949, at which time the balance of shares unsubscribed 
will be offered to general public at $10 per share. Pro- 
ceeds—To be used for further expansion of telephone 
facilities. 


Grace (W. R.) & Co., New York (12/1-2) 
Nov. 22 (letter of notification) 2,400 shares of common 
stock (no par). Price, $105 per share. Underwriter— 
Blyth & Co., Inc. Proceeds to selling stockholder. 


Gulf Atlantic Transportation Co., Jacksonville, 
Florida 

May 31 filed 620,000 shares of class A participating ($) 
par) stock and 270,000 shares (25c par) common stock 
Offering—135,000 shares of common will be offered for 
subscription by holders cn the basis of one-for-two at 
25 cents per share. Underwriters—Names by amendment, 
and may include John J. Bergen & Co. and A. M. Kidder 
& Co. Underwriters will buy the remaining 135.000 
shares plus unsubscribed shares of the new common. 
Offering price of class A $5. Proceeds—To complete 
an ocean ferry, to finance dock and terminal facilities. 
to pay current obligations, and to provide working 
eapital. 
® WHandmacher-Vogel, Inc., New York 
Nov. 28 filed 150,000 shares ($1 par) common stock, of 
which 50,000 are to be offered by company and 100,000 
by three stockholders. Underwriter — None named. 
Price by amendment. Proceeds—Company plans to us2 
$315,000 to redcem 3,000 shares 5% cumulative preferred 
stock ($100 par), and the remaining $100,000 to improve 
lease-hold preperty and furnish new offices. Business— 
Manufacture of women’s suits. 


Hawaiian Electric Co., Ltd., Honolulu 

June 21 filed 150,000 shares of series E cumulative ($20 
par) preferred and 50,006 shares of ($20 par) common 
Offering—Preferred will be offered to preferred holders 
at 1-for-3 rate and common will be offered to common 
stockholders at 1-for-9 rate. Underwriters—Dillon, Read 
& Co. Inc. and Dean Witter & Co. will buy unsubscribed 
preferred; unsubscribed common will be sold either at 
public auction or to the underwriters. Proceeds—To pay 
off short-term promissory notes and to carry mercnan- 
dise inventories and receivables or to replenish treasury 
funds. The balance would be used for other corporate 
purposes or construction. Indefinite. 


@® Hines-Park Foods, Inc., Ithaca, N. Y. 

Nov. z5 (ietter of notification) 5,000 shares of preferred 
stock (nar $50) and 20,000 shares of common stock (par 
25¢). Both issues to be issued at par, with one common 
issued as a bonus with each pieferred share purchased. 
No underwriting. Working capital. 

Hudson Pulp & Paper Corp., New York (12/8) 
Nov. 18 filed 120,000 shares of Series B cumulative pre- 
ferred stock ($25 par). Underwriter — Lee Higginson 
Corp.. New York. Preceeds—For general corporate pur- 
poses and to expand facilities. 

@® industria Electrica de Mexico, S. A., Mexico City 
Nov. 29 filed 250,000 shares of 6% cumulative convertible 
preferred stock, 100 pesos par value ($11.5607). Offer- 
ing—This stock is to be offered to holders of company’s 
common aid special stock at rate of five shares for each 
12 shares held, either of common or special, or a com- 
bination of both. Underwriter—Banco Nacional de 
Mexico, S. A. Price—100 pesos. Proceeds—To reduce 


lowa Power & Light Co. (12 5) 
Oct. 31 filed $7,500,000 of first mortgage bonds, due 1979. 
Underwriter—Competitive bidding. Bidders may in- 
clude Kidder, Peabody & Co.; Lehman Brothers; Blyth 
& Co., Inc.; W. C. Langley & Co.; Union Securities Corp. 
and Glore, Forgan & Co. (jointly); The First Boston 
Corp.; Smith, Barney & Co.; Halsey, Stuart & Co. Inc. 
Proceeds—To pay off $1,500,000 of 218% promissory 
notes, for construction, and to reimburse the treasury 
for construction expenditures. Bids—Bids for purchase 
of the bonds will be received by company at 105 W. 
Adams Street, Chicago, up to 11 a.m. (CST) Dec. 5. 

Keller Motors Corp., Huntsville, Ala. 
May iu filed 5,000,000 shares (3¢ par) common. Under- 
writer—Greenfield, Lax & Co., Inc., New York. Price— 
$1 per share. Proceeds — To purchase additional plant 
facilities, tools, dies, jigs, etc.: the balance for working 
capital. Statement effective Oct. 3 and amendment to 
registration statement effective Oct. 31. 
® Kentucky Water Service Co., Inc., Louisville 
Nov. 21 (letter of notification) 1.000 shares ($25 par) 6% 
cumulative preferred stock. Price, $27.50. Underwriters 
—Bankers Bond Co. and Smart & Wagner, Louisville, 
Ky. To extend water system at Middlesboro, Ky. 
@® Lawyers Title Insurance Corp., Richmond, Va. 
Nov. 21 (letter of notification) 10,000 shares ($10 par) 
common stock. Price, par. No underwriter. For gen- 
eral funds. 


® Limpia Royalties, Inc., Midland, Texas 

Nov. 25 filec 516.228 shares ($1 par) capital stock. 
Offering—7To be oftered share-for-share in exchange for 
outstanding shares in Limpia Royalties, a trust estate. 
A value of $3.80 per share is placed on the new stock, 
and any shares not needed ior the exchange will be 
sold to Trush shareholders on a iatable basis at this 
amount. Underwriter—None. To effect an exchange. 
Business—\Mineral and royalty rights in Texas, New 
Mexico, Oklahoma and Arkansas ‘ 


® Lindsay Structure, Inc., Skokie, Hl. 

Nov. 22 (letter of notification) 60,000 shares (no par) 
common stock. Price, $1 each. No underwriter. To re- 
tire ind2shtedness incurred for purchase of capital equip- 
ment and working capital purposes. 


@ Livesay Industries, Inc., Miami Beach, Fia. 
Nov. 23 (letter of notification) 500 shares of capital 
stock. Price, $100 each. Underwriter—-Paul A. Davis & 
Co., Miam:. To buy manufacturing facilities, and for 
operating capital 

@® Mahoney Gold Mines, Inc., Phoenix, Ariz. 

Nov. 22 (letter of notification) 100,000 shares of capital 
stock. Price, $1 each. No underwriter. For mining de- 
velopment. 


Middie South Utilities, Inc., New York 

Oct. 28 filed 686,295 shares (no par) common stock. Of- 
fering—Offered by Electric Bond & Share Co. to its 
own stockholders of record Nov. 9 at rate of one share 
for each eight held. and at $12 a snare. Rights expire 
Dec. 8. Bond and Share plans to distribute 150.010 shares 
to its stockholders as a dividend, of which 30.000 will be 
sold to take care of fractional stockholders. Underwriter 
—None. Proceeds—E. B. & S. will use the proceeds to 
retire bank loans. 

@® Mines Management, Inc., Wallace, Idaho 

Nov. 23 (letter of notification) 1,200,020 shares of com- 
mon stock. Price 25 cents each. No underwriter. For 
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further exploration and development of Iroquois and 
Advance mining claims in Stevens County, Wash. 


@ Montana-Wyoming Gas Pipe Line Co., 
Minneapolis 

Nov. 30 filed 150,000 shares ($5 par) common stock. 
Offering—To be offered to common stockholders of Mon- 
tana-Dakota Utilities Co. at rate of one share for each 
seven held. Underwriters—Blyth & Co., Inc. and Merrill 
Lynch, Pierce, Fenner & Beane. Price by amendment. 
Proceeds—To build a gas transinission line {rom Wor- 
Jand, Wyo., to Baker, Mont. 


New England Manufacturing & Suppiy Corp., 
New Maven, Conn. 

Nov. 10 (letter of notification) 9.400 shares of 6% cumu- 
lative convertible preferred stock ($5 par).and 19,580 
shares of class A ($1 par) stock and 7,180 rights to buy 
class A shares. The preferred stock will be sold at 
$5 each and the class A at $3 each. Underwriter—E. F. 
Bigoney & Co., New York. To finance inventory com- 
mitments, carry out sales program, and for general cor- 
porate purposes. 


New Jersey Power & Light Co. 

June 9 filed 20,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriters—Names to be determined 
through competitive bidding. Probable bidders: Kidder, 
Peabody & Co.; Smith, Barney & Co.; W. C. Langley & 
Co.; Lehman Brothers. Proceeds—Will be applied to the 
payment of the cost of, or in reimbursement of payments 
made for, construction of additions and betterments sub- 
sequent to April 30, 1949. Sale deferred until later this 
year. 


Ohio Edison Co. 

Nov. 16 filed up to 1.144.000 shares (par $8) common 
stock. Offering — Up to 1.141.995 shares will be of- 
fered to stockholders of record Dec. 1 at the rate of one 
new share for each two held. Rights expire Dec. 19. 
Underwriters—The First Boston Corp., Lazard Freres 
& Co., Union Securities Corp.. Wertheim & Co. 
Proceeds — To buy common stock of the Ohio Public 
Service Co. from Cities Service Co. 


Ohio Public Service Co., Cleveland 

Oct. 21 filed 2,000,000 shares ($7.50 par) common stock 
Underwriter — Cities Service Co., which is selling this 
stock receivea SEC exemption from competitive bidding 
requirements and has concluded an agreement with Ohio 
Edison Co. whereby the latter will purchase the Ohio 
Public Service stock for $35,000,000, the sale being con- 
tingent on Ohio Edison financing to provide the neces- 
sary funds. Financial advisor to Ohio Edison Co. is 
Morgan Stanley & Co. 


Pennsylvania Electric Co. 


Oct. 6 filed $11,000,000 first mortgage bonds, due 1979, 
and 70.000 shares of series D cumulative preferred 
stock ($100 par). Underwriters — Competitive bidding. 
Probable bidders for preferred: Kuhn, Loeb & Co.: Kid- 
der, Peabody & Co.; Smith, Barney & Co.; W. C. Langley 
& Co., and Glore Forgan & Co. (jointly): Harriman 
Ripley & Co. For bonds: Halsey, Stuart & Co. Inc.: Har- 
riman Ripley & Co.; The First Boston Corp.: Equitable 
Securities Corp.; Kidder, Peabody & Co.: Kuhn, Loeb 
& Co., Lehman Brothers and Drexel & Co. (jointly). 
Bids expected this month. 


@ Portal Drilling Corp., Tucson, Ariz. 
Nov. 22 (Jetter of notification) 100,000 shares of com- 


mon stock. Price. $1 each. No underwriter. Toe buy pro- 
duction, royalties, leases and drilling. 


Power Petroleum Ltd., Toronto Canada 


April 25 filed 1.150,000 shares ($i par) common of whict 
1,000,000 on behalf of company ard 150,000 by New York 
Underwriters— 


Co., Ltd. Price—50 cents per share. 





S. G. Cranwell & Co., New York. Proceeds—For admin- 
istration expenses and drilling. Statement effective 
June 27. 

@ Producers Dairy, Inc., Niles, Mich. 

Nov. 23 (letter of notijication) 149,000 shares of common 
stock (par $1). Price, par. No underwriter. To buy 
the assets of Producers Co-operative Dairy, Inc., Niles. 

Public Service Co. of Indiana, Inc. (12/1) 

Nov. 7 filed 142,354 shares ($100 par) cumul. conv. pre- 
ferred stock. Underwriters—To be sold at competitive 
bidding: Probable bidders: Blyth & Co., Inc.: The First 
Boston Corp.: Ohio & Co.; Harriman Ripley & Co.; Glore, 
Forgan & Co. Preceeds—To be used to pay part of the 
cost of construction, additions and improvements. Offer- 
ing—To to be offered initially for subscription by stock- 
holders of record Nov. 25 on a 1-for-20 basis. Rights 
expore Dec. 13. Bids—Bids for the underwriting of the 
stock will be received by the company at Room 2000, 
11 So. La Salle Street, Chicago, up to 11 a.m. (CST) 
Dec. 1. 


Reed Prentice Corp., Worcester, Mass. 
Nov. 18 (letter of notification) 10,000 shares ($2.50 par) 
common stock. Price, $7.50 each. To be sold by Charles 
S. Payson, New York. Underwriter—J. P. Marto & Co., 
Boston. 

Robinson Tag & Label Co., New York 
Nov. 2 (letter of notification) $100,000 5% debentures, 
due serially 1950-1959. Price, par and interest Under- 
writer—Oscar Burnett & Co., Greensboro, N. C. New 
presses, working capital, etc. 

Rohm & Haas Co., Philadelphia (12/6) 
Nov. 14 filed 60,000 shares ($20 par) common stock, to 
be sold by Mrs. Phoebe W. Haas, wife of the company 
President, Otto Haas. Underwriters—Drexel & Co. and 
Kidder, Peabody & Co., both of Philadelphia. Price, by 
amendment. 
@ Royal Drift Mining Co., Las Vegas, Nev. 
Noy. 21 (letter of notification) 200,000 shares of com- 
mcn non-assessable capital stock. Price, 25 cents each. 
No underwriter. To develop tunnels, mine and sell gold. 

Sayre & Fisher Brick Co., Sayreville, N. J. 
Nov. 18 (letter of notification) 106,584 shares of common 
stock (par $1). Price. $2 per share. Offered for sub- 
scription by stockholders of record Nov. 23 on a one- 
for-three basis. Rights expire Dec. 28. Breswick & Co., 
New York hes agreed to purchase for investment and 
not for resale any unsubscribed shares. Rehabilitate 
enlarge. modernize and equip dryers, etc. 

Smith, Inc., Fargo, N. D. 
Oct. 12 (letter of notification) 2.000 shares of 6% cumu- 
lative preferred stock ($25 par) and 15,500 shares ($5 
par) common stock. Price—Preferred to be sold at 
$25 and common at $7.75. Underwriter—W. R. Olson Co., 
Fergus Falls, Minn. To retire bank loans. 

Snoose Mining Co., Hailey, Idaho 
Nov. 8 (letter of notification) 250,000 shares (25¢ par) 
common stock. Price, par. Underwriter—E. W. McRob- 
erts & Co... Twin Falls, Idaho. To develop the Snoose 
Mine. 
@® Soss Manufacturing Co., Detroit, Mich. 
Nov. 23 (letter of notification) 4,000 shares ($1 par) 
common stock, to be offered by Charles J. Soss, Presi- 
dent and 4.888 shares of stock, to be offered by Samuel 
Soss. Vice-President. Price, $11.25 each. Underwriter 
—George A. McDowell & Co., Detroit. 


South Carolina Electric & Gas Co., Columbia, 
South Carolina 

Nov. 22 filed $22,200,000 first and refunding mortgage 
bonds. Due 1979. Underwriter—Names by amendment. 
Proceeds—To redeem a like amount of outstanding 
bonds. Due 1979. Underwriter—Names by amendment 
(probably Halsey, Stuart & Co. Inc.; Kidder, Peabody & 
Co.: The First Boston Corp.: Union Securities Corp.). 


Southwestern Investment Co., Amarillo, Texas 
Nov. 16 filed 62.500 shares of 5% ($20 par) cumulative 
convertible sinking fund preferred stock. Offering—To 
be offered. together with cash, in exchange for three 
outstanding series of preferred stocks. Underwriters— 
First Trust Co. of Lincoln, Neb.: G. H. Walker & Co., 
St. Louis: Schneider. Bernet & Hickman, Dallas, and 
Dewar. Robertson & Pancoast, San Antonio. Proceeds— 
To buy outstanding preferred stocks and for working 
capital. 


@ Soya Corp. of America, New York 

Nov. 23 (letter of notification) $12.010 6% 90-day notes 
and 24.020 shares of common stock. Each par value $1 
note will be issued at par value with two common 
sheres. No underwriting. 


@® State Street Investment Corp., Boston, Mass. 
Nov. 28 filed 150.418 shares (no par) common stock, with 
subscription warrants. Underwriter—None. Business—- 
An open-end diversified investment company. 


Sudore Gold Mines Ltd., Toronto, Canada 
June 7 filed 375,00C shares of common stock. Price—$} 
per share (U.S. funds). Underwriting—None. Preceeds 
—Funds will be applied to the purchase of equipment 
road construction, exploration and development, 


Teco, Inc., Chicago 
Nov. 21 filed 100,000 shares ($10 par) common stock. 
Offering—These shares are to be offered to holders of 
common stock in Zenith Radio Corp. at rate of one share 
for each five held. Underwriter—None. Proceeds—For 
working capital and the promotion of Zenith’s “Phone- 
vision” device, whereby television users could pay a 
special fee for costly television programs by calling the 
telephone company and asking to be plugged in. 

Union Oil Co. (Calif.) 
Ort. 17 filed 600,000 shares ($25 par) common stock. 
Proceeds—The shares are to be issued in partial payment 




















for all of the 35,000 outstanding shares of capital stock 
of the Los Neitos Co., an oil producing company. 


United Minerals Reserve Corp., Chicago 
July 27 (letter of notification) 270,000 shares of common 
stock. Price—$1 each. Underwriter—Edward W. Ackley 
& Co., Boston. For development of mining properties, 


United Telephone Co. of Pennsylvania (12/14) 
Nov. 22 filed 10,133 shares of series A 4%% cumulative 
preferred stock ($100 par). To be offered at par. Un- 
derwriter — Kidder, Peabody & Co. Proceeds — Plant 
expansion. 


Universal Winding Co., Providence, R. I. 
Nov. 4 (letter of notification) 6,500 shares ($5 par) com- 
mon stock, to be sold at market (about $9.625) by 
Charles E. Mason, Jr., Chestnut Hill, Mass. Underwriter 
—G. H. Walker & Co., Providence. - 


Upper Peninsula Power Co. 

Sept. 28 filed 154,000 shares of common stock (par $9}. 
Underwriters—SEC has granted exemption from com- 
petitive bidding. An investment banking group man- 
aged by Kidder, Peabody & Co.; Merrill Lynch, Pierce, 
Fenner & Beane, and Paine, Webber, Jackson & Curtis, 
may be underwriters. Proceeds—Will go to selling stock- 
holders. Consolidated Electric & Gas Co. and Middle 
West Corp. will sell 120,000 shares and 34,000 shares, re= 
spectively. 


@ Wahl-Henius Institute, Chicago 

Nov. 22 $50,000 first mortgage 3% notes, due in 20 years. 
No underwriter. For purchase and renovating real 
estate at 1135 Fullerton Avenue, Chicago. 


Walgreen Co. 
Nov. 23 filed an unspecified number of shares of com- 
mon stock to be offered to holders of common stock of 
Thrifty Drug Stores Co., Inc. in exchange for their 
holdings. Underwriter—None. [It was announced Nov. 
29 that plans for purchase of Thrifty Drug stock had 
been abandoned. | 


Younker Brothers, Inc., Des Moines, la. 
Nov. 4 (jetter of notification) 1,000 shares (no par) stock, 
to be sold at $27.50 each. Underwriter—T. C. Henderson 
& Co., Des Moines. Preceeds—To selling stockholder. 


Prospective Offerings 


California Electric Power Co. 

The company expects to raise approximately $2,500,000 
in new capital in 1950 to finance its construction and 
expansion program. The 1950 construction program is 
expected to cost $5,000,000, with about half the money to 
be provided through depreciation reserves and other 
internal sources. The time and nature of the 1950 
financing has not yet been decided, 


@® Chesapeake & Qhio Ry. 
Nov. 28 reported company plans the sale about Dec. 15 
of $6,759,0@0 equipment trust certificates. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Harriman Ripley & Co. 
and Lehman Brothers (jointly): Salomon Bros. & Hutz- 
ler; Harris, Hall & Co. (Inc.). 


@ Chicago Rock Island & Pacific Ry. 

Dec. 22 stockholders will be asked to approve execution 
of a new consolidated mortgage. Approval will enable 
the management to proceed with its plan to ask for com- 
petitive bidding on a flotation of roughly $55,000,000 
of new consolidated mortgage bonds the proceeds of 
which, with some $4,500,000 in cash, will be used to 
call on April 1, $33,740,000 of 442% convertible income 
bonds, due Jan, 1, 2019, and to refund also an issue of 
new series B five-year first mortgage 34% bonds now 
pledged 2s collateral for a short-term bank note. The 
proceeds of the bank loan are to be used to redeem, on 
Jan. 1, $25,760,000 of first mortgage series A 4s, due 
Jan. 1. 1994. Probable bidders: Halsey, Stuart & Co. 
Inc.; Kuhn, Loeb & Co.: Lehman Brothers and Bear, 
Stearns & Co. (jointly). 


Cincinnati Gas & Electric Co. 
Dec. 21 stockholders will vote on authorizing 3,500,000 
additional shares of common stock, some of which will 
be offered early in 1950 in connection with an $85,000,000 
construction program. The exact amount will be deter- 
mined later. Of the 2,500,000 shares now authorized, all 
but 6,000 shares are outstanding. 

Food Fair Stores, Inc. 
Dec. 30 stockholders will vote on a proposal to raise 
the authorized indebtedness from $5,000,000 to $12,000,- 
000. If proposal is approved company is expected to 
issue and sell $8,000,000 debentures. The increase is de- 
signed to retire $2,700,000 312% outstanding debentures 
and to finance expansion of company’s supermarket 
chain. Probable underwriter: Eastman, Dillon & Co. 


@® Great Northern Ry. (12/6) 

Company has invited bids, to be received at its office, 
Room 905, 2 Wall Street, New York, before noon (EST) 
Dec. 6. for the purchase of $10,350,000 equipment trust 
certificates to mature in 30 equal semi-annual instal- 
ments beginning on June 1, 1950, and ending on Dec. 
1, 1964. Probable bidders: Halsey. Stuart & Co. Inc.; 
Salomon Bros. & Hutzler; Harris, Hall & Co. (Inc.); 
Harriman Ripley & Co. and Lehman Brothers (jointly). 

lowa Public Service Co. 

Oct. 26 announced that corporation plans to issue and 
sell early in 1950 $5,000,000 of preferred stock, the net 
proceeds to pay for construction costs, etc. Probable bid- 
ders: A. C. Allwn & Co.: Harriman Ripley & Co. and 
Merrill Lynch, Pierce, Fenner & Beane (jointly); Kidder, 
Peabody & Co. and Blyth & Co. (jointly); Equitable Se- 
curities Corp. 
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Kansas City Pover & Light Co. 
Oct. 25 company announced that it plans to sell $10,- 
500,000 of additional common stock and $20,000,000 of 
funded securities. Proceeds would be used in its $55,- 
000,000 expansion program planned for completion in 1952. 
Company plans are to sell $5,000,000 of common stock this 
year and the balance probably would not be issued until 
1951. Probable bidders for bonds: Halsey, Stuart & Co. 
Inc.; The First Boston Corp.; Glore, Forgan & Co. and W. 
C. Langley & Co. (jointly); Lehman Brothers and Bear, 
Stearns & Co. (jointly); Equitable Securities Corp.; 
Kuhn, Loeb & Co.; Salomon Bros. & Hutzler and Union 
Securities Corp. (jointly); Shields & Co. and White, 
Weld & Co. (jointly); Smith, Barney & Co. 
@ Magnavox Co. 
Dec. 12 stockholders will vote on creating 100,000 shares 
of cumulative convertible class A stock ($15 par). Di- 
rectors propose to sell such stock to underwriters for 
offering to the public. Maynard H. Murch & Co. of 
Cleveland, Ohio, is prospective underwriter. Company, 
in addition to sale of class A stock, proposes to sell 
privately to institutional investors at or about the same 
time $2,000,000 of debentures. 


@® Metropolitan Edison Co. 

Nov. 30 reported company plans to sell additional bonds 
and preferred stock, probably in February, to help fi- 
nance its 1950 construction program. The company 
expects to offer $7,000,000 in bonds and $3,000,000 in 
preferred stock. The bond and preferred stock offerings 
are to be sold at competitive bidding. 

@ Michigan Associated Telephone Co. 

Nov. 26 reported company plans registration of 50,000 
shares preferred stock (par $50) at an early date. Tra- 
ditional underwriters: Paine, Webber, Jackson & Curtis 
and Stone & Webster Securities Corp. 

@ New York Central RR. (12/7) 

Bids will be received up to noon Dec. 7 at company’s 
office, 466 Lexington Avenue, New York, for the pur- 


chase of $9.600,000 equipment trust certificates. Dated 
Jan. 1. 1950, and due $640,000 annually Jan. 1, 1951-1965. 
Probeble bidders: Halsey, Stuart & Co. Inc.; Harriman 
Ripley & Co., and Lehman Brothers (jointly); Salomo 
Bros. & Hutzler. Bids expected about Dec. 7. : 


@ Niagara Mohawk Power Corp. 

Nov. 25 filed an application with New York P. S. Com- 
mission for permission to invite bids for sale of $40,000,- 
000 of mortgage bonds. Corporation is expected to be 
formally organized on Jan. 5, 1950. Proceeds are to 
be used to retire short-term bank loans of the con- 
solidating companies which are to be assumed by Niagara 
Mohawk Power Corp. upon its formation and to provide 
funds for construction purposes. Probable bidders: Ha!l- 
sey, Stuart & Co. Inc.; Morgan Stanley & Co.; Kuhn, 
Loeb & Co.; The First Boston Corp. 


Northern Indiana Public Service Co. 

Dec. 15 stockholders will vote on authorizing a new class 
of 500,000 shares of cumulative preferred stock and on 
increasing the authorized common stock from 3,000,000 to 
3,500,000 shares. Company plans to refinance the 211,- 
380 shares of 5% preferred by offering new preferred 
(dividend not to exceed 442%) in exchange on a share 
for share basis. Unexchanged new preferred will be 
underwritten by Central Republic Co.; Blyth & Co., Inc.; 
Merrill Lynch, Pierce, Fenner & Beane. 


@® Northern Natural Gas Co. 

Nov. 28 reported company contemplates sale of between 
$30.000.000 and $35,000,000 new debentures early in the 
new year. Halsey, Stuart & Co. Inc. will probably be 
an underwriter. 


Sharp & Dohme 
Nov. 4 directors gave tentative approval to the proposed 
offering next year of a new non-convertible preferred 
stock in exchange for company’s outstanding series A 
preferred. It is expected that the terms of the transac- 
tion, still to be determined, will encourage present pref- 


erence holders to exchange their shares. Any unex- 
changed shares. it is believed, will be redeemed at $75 
a share, up to a certain amount, through the sale to an 
underwriting group of additional shares of the new issue. 
Underwriters may include Alex. Brown & Sons and 
Drexel & Co. 


@ Texas Electric Service Co. 

Nov. 28 reported company pians sale of $8,000,000 of 
bonds early in 1950. the proceeds to be used to finance 
the company’s construction program. Additional financ- 
ing also is anticipated in the first half of 1950 by other 
subsidiaries of Texas Utilities Co. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Blyth 
& Co., Inc.: Kidder, Peabody & Co. and Smith, Barney 
& Co. (jointly); W. C. Langley & Co. and Glore, Forgan 
& Co. (jointly): Carl M. Loeb, Rhoades & Co. and E. H. 
Rollins & Sons (jointly); Union Securities Corp.: Drexel 
& Co. and Hemphill, Noyes & Co. (jointly); Lehman 
Brothers; Salomon Bros. & Hutzler. 


Texas Power & Light Co. 
Oct. 28 Texas Utilities Co. in SEC application covering 
bank loans to be advanced to subsidiaries to finance 
their construction program, it was revealed that Texas 
Power & Light plans permanent financing probably to 
extent of $7,000,000 of bonds before August, 1950. Prob- 
able bidders for bonds: Halsey, Stuart. & Co.. Inc.; 
The First Beston Corp.; Blyth & Co., Inc.: Kidder, Pea- 
body & Co. and Smith, Barney & Co. (jointly); W. C. 
Langley & Co. and Glore, Forgan & Co. (jointly); Carl 
M. Loeb, Rhoades & Co. and E. H. Rollins & Sons 
(jointly); Union Securities Corp.; Drexel & Co. and 
Hemphill, Noyes & Co. (jointly): Lehman Brothers; 
Salomon Bros. & Hutzler. . 


@® United Gas Corp. (1/24/50) 

Nov. 30 reported company plans to sell at competitive 
bidding $25,000,000 of first mortgage collateral trust 
bonds, due 1970. The company expects to file with the 
SEC Dec. 21. Bids, it is expected, will be opened .at 
11:30 a.m. (EST) on Jan. 24 at 2 Rector Street, New York. 














| Exchange Commission 


will take| ona basis of 102.1499 for 234% 
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Reporter’s 


Report 








al 


The current softening in the 
Treasury market is making for | 
increased caution on the part of 
off-the-street investment  inter- 
ests, observers report. The gradual] 
settling has proved a bit puzzling 
and naturally the tendency is to 
sit back and see how much fur- | 
ther the movement may carry. 


Some of those who are keep- | 
ing close watch on the situation | 
de not like it especially and | 
they are disposed to liquidate | 
limited amounts on bulges 
which develop. 


The setback is having its influ- 
ence on the corporate market na- | 
turally, and -particularly in the | 
ease Of new issues which are | 
making their appearance. 

Institutional investors were| 
showing an interest in the corpo- 
rate bonds which came to market 
this week while there was an in- 
dication that the yield to the ul- 
timate buying might range some- 
where between 2.65% and 2.70%. 

But when the yields dipped 
to 2.625% and 2.635% for the 
new paper, such potential buy- 
ing interest tapered off mark- 
edly and both the Louisville Gas 
& Electric 2%4s and the Gulf 

States Utilities’ 2*,s were re- 

ported a little on the slow side. 


Major investors were reported | 
as taking the position that they | 
could buy governments on a 2.30% | 
to 2.35% yield basis and that they | 
might, in the not too distant fu- | 
ture, be able to secure a return of | 
around 2.40% on such obliga- | 
tions. 














United Gas Corp. 

United Gas Corp., has indicated | 

it will be in the market for $25,- 

000,000 new money shortly after 

the turn of the year, in the form | 

of first mortgage, 20-year col- 
lateral trust bonds. 

The rate of interest on the is- | 
sue and the price will be deter- 
— competitive bidding 
with company contemplat- 
Hrd the opening of bids on Jan. 


It is expected that formal regis- | 
tration with the Securities and’ 


that this potential $55,000,000 un- | 


| shares of additional commcn stock | 
/were a bit complicated by the 


| place around Dec. 21 and that the | rate. 
|company officials will meet with | 
| prospective underwriters on Jan. 


The lowest of the remaining 
bids set a price of 101.72 to the 
company. Reoffering is being 

Rock Island Bonds |made at 102.58 to yield 2.625%. 
The new refunders projected by | mmr 


Railncad svidently re arousing | SOUtN Atlantic Gas 
Common on Market 


real interest among investment 
banking interests. 
At any rate it is now indicated | : 
y | A group of underwriters headed 
»9y Johnson, Lane, Space and Co. 


to details and ready for market- | es van’ om —s 26,000 
ing some time toward the middle | 5®@res Of oo Par value Common 
ergo tig | stock of South Atlantic Gas Co. 

Current discussion in invest- | 12¢ Stock was priced to the pub- 
ment circles suggests that at | lic at $9 per share. Others firms 


' | participating in the offering in- 
least three large banking groups | —~ _ : races : 
will. be in the running for this clude: Clement A. Evans & Co., 


she ; Inc.; Grimm & Co.; The Rob- 
pon ayer yo - oy comes for the inson-Humphrey Co.; J. H. Hils- 


man & Co. Inec.; Courts & Co.: 
Woolfolk & Shober; and Milhous, 
Martin & Co. 

Proceeds from the sale of these 
shares will be used to repay 
$140,000 of short-term bank loans 
presently outstanding and to re- 
store to working capital moneys 
expended for utility plant, in- 
vestments and improvements not 
financed by long-term obligations 


P 7 _during this and prior years. 

However, it was noted, if the | : is 
ouotation on the Stock Exchange | ostiee . ho bo pe 
holds at 12, or better, the differ-}4, 4 company formed in 1886. 
poten a 5 | operating in Savannah, Georgia, 
. 'and Orlando, Winter Park and 

Should it ease back to 11% On| St. Augustine, Fla., where it is 
the other hand, purchases could engaged primarily in the business 
be made on the Board, including | of manufacture and distribution 
the commission, at the equivalent of carbureted water gas to the 
of around $11.83, giving effect| public at retail. Territory served 
to the dividend which will accrue | (exclusive of Sanford and 


19, 


dertaking will be worked out as} 


Complications 


Circumstances surrounding the 
Southern Co.’s offering of 1,500,000 


relationship between the price 
fixed for reoffering of the new 
shares and quotations prevailing 
for the old stock on the Big | 
Board. 





icn the shares, compared with the | DeLand) has a population of 149.- 


price of $11.95 a share set by the | 537, according to the 1940 census. 
group which bought the new/| Recent estimates place this popu- 
block. The latter stock is not €n-| jation at 221.500. 

titled to a dividend at this time. | : 


New Issues | With Hincks Bros. 
Bidding was keen for the two | (Special to Tue Financia CHRONICLE) 
new utility bond issues which} BRIDGEPORT, CONN. — Rich- 
came to market this week. Onj|ard C. Butler has been added to 
the largér issue, $41,000,000 of | the staff of Hincks Bros. & Co.. 
Louisville Gas & Electric Co.,}Inc., 872 Main Street. 
three bids were received, all for 
a 254% interest rate. 
The bonds went to the group | 
which bid 101.8875, while the, 


Joins Income Funds 


(Special to THE FINANCIAL CHRONICLE) 


101.64. Reoffering is being made; 152 Temple Sireet. 
at 102% to yield 2.635%. 

Gulf State Utility Co.’s $10,- | 
000,000 of new mortgage bonds, | 
dropping into the classification t 


ith Florida Securities 


‘Special to Taz Frneancrat. Crrontcir) 


ST. PETERSBURG, 


staff of Florida 
‘Florida National Bank Building. 


less than eight bids, and was 
awarded to the winning group 


NEW HAVEN, CONN.—George | ‘ 
‘lowest of the three tenders was |S. Pratt has joined Income Funds, | 


FLA. — 
known as “Street size,” drew no | Bernard J. Casey has joined the 
Securities Co.. 


New Construction in 1950 Estimated 
at 1949 Level 


| U. S. Departments of Commerce and Labor predict it will equal 
| this year’s record of $19 billion giving jobs at peak month to 
| 2,400,000 workers. 


According to a 


joint estimate of the Office of Domestic Com- 


| merce, U. S. Department of Commerce, and the U. S. Department of 


| Labor’s Bureau of Labor Statistics, 
| to be put in place in 1950 is expected to equal the 1949 record of 


/more than $19 billion. 

Private construction outlays 
probably will drop about $925 
million from the total for this 
year, but indications are that pub- 
lic expenditures for new construc- 
tion will increase by a like 
amount, 

The number of workers em- 
ployed by construction contrac- 
tors during the peak month will 
be about the same in 1950 as in 
1949, around 2,400,000. Somewhat 
more than a fourth of the con- 
struction workers will be em- 
ployed on residential building at 
its peak next year, compared with 
a third this year. Public construc- 
tion will claim a third of the 
workers at the height of the 1950 
program, compared with a fourth 
in 1949. 

The total value of private con- 
struction to be put in place in 
1950, according to the estimate, 
probably will be about $13.1 bil- 
lion, nearly 7% less than the anti- 
cipated total for 1949. It now ap- 
pears thet the 1949 total for pri- 
vate construction will be above 
$14 billion, exceeding earlier ex- 
pectations primarily as a result 
of the record volume of housing 
construction during the last half 
of this year. 

A slackening of the recent un- 
precedented pace in new home 
building is foreseen for 1950. 
Nearly a million new nonfarm 
|}dwelling units will have been 





| . . 
year, shattering all previous rec- 


ords. Indications are, however, 
| that with the higher priced market 
|nearly saturated and costs not 
\likely to decline materially, 1950 
|will be only 
ears im home building, with 
out 900,000 units started. This 
is less than in the previous peak 
year, 1925 (937,000), and less than 
‘in 1948 (931,300) and 1949.  Pri- 
vate housing in 1950 will account 
| for around 830,000 units, compared 
; With nearty 860,000 this year—the 


From 60.000 to 80.000 new units 
are expected to be started next 


6 
<7 


| started in 1949 by the close of the) 


one of the better!) 


aliveimedrigh—and 913,500 in 1948. 


total value of new construction 





year under the provisions of the 
Housing Act of 1949. 

The outlook is for a decrease in 
1950 in most types of private non- 
residential building, except for 
commercial buildings, which may 
increase slightly as a result of 
pressure for shopping facilities to 
serve new residential areas. A 
substantial increase in hospital 
and institutional building is as- 
sured under the National Hagpital 
Program. 

Construction of new industrial 
plants and facilities is expected to 
drop about 26% next year, con- 
tinuing the downtrend that has 
been so marked during 1949, as 
immediate postwar expansien 
plans were completed. The vol- 
ume of new churches, social and 
recreational facilities, and other 
types of private nonresidential 
buildings is expected to be some- 
what lower next year. - 

Farm construction probably will 
continue to ease off, following the 
trend of farm income. Revised 
data to be available next year are 
expected to place the total volume 
of farm construction substantially 
higher than currently published 
estimates for the years 1946 
through 1950, but they will net 
alter the downtrend for next year. 

The principal privately-owned 
public utilities probably will carry 
on a lower volume of new con- 


SITUATION WANTED 





Security Analyst- 
Trader 


25 years’ Street experience as 
trader, arbitrager. editor fi- 
nancial service, desires posi- ‘: 
tion. Moderate salary. Please 
address Box § 121, Commer- 
cial & Financial Chronicle, 


25 Park Place, New York 7. . 

















Volume 170 Number 4860 


~ THE COMMERCIAL & FINANCIAL CHRONICLE 


(2219) 39 





struction in 1950 than this year, | 


except for gas companies, which 
May increase their construction 
outlays. 


The total value of all types of, 


public constructicn put in place in 
1950 is expected to exceed $6.1 
billion, an increase of nearly 18% 
over the probable $5.2 billion total 
for 1949. Expenditures in every 


category of public construction 
probably will be larger next year, 
except for military and naval 
facilities. 

Activities under the Housing 


Act of 1949 may result in an in- 
crease of about 80% in expendi- 
tures for public residential build- 
ing next year. The outlook is for 
a larger volume of new schools, 
hospitals, and public administra- 
tion buildings, producing about a 


14% increase in public nonresi- 
dential building. 
Highway construction will ad- 


vance about 15% in dollar vol- 
ume to reach $1.9 billion in 1950. 
Municipalities will expand con- 
struction of sewer and water fa- 
cilities and public utilities to serve 
growing communities, and _ the 
Federal Government will spend 
larger amounts for river, harbor, 
flood control, and_ reclamation 
works. 


Construction costs are expected 
to be relatively stable in 1950 at 
about the level in the latter 
of 1949. The total physical vol- 
ume of construction put in place 


will be about the same as this 


year. 


Adequate supplies of construc- 
tion materials are expected to be 
available for the volume of con- 
struction anticipated in 1950. ex- 
cept for some possible steel short- 
ages during the early months of 
the year. The supply of labor also 


should be adequate to meet all re- | 


quirements. 


a 
With Shearson, Hammill 
John T. Hale has become asso- 

ciated with Shearson, Hammill & 

Co., 14 Wall Street, New York 

City, members of the New York 

Stock Exchange. He was for- 

merly with Amott, Baker & Co., 

Inc. 


DIVIDEND NOTICES 


ANACONDA COPPER MINING CO. 

25 Broadway 
New York 4, N. Y., November 29 
DIVIDEND NO. 166 
The Board of Directors of the An 
per Mining Company 





1949 


aconda Cop- 
has declared a dividend 


of Fifty Cents (50c) per share on its eapital 
stock of the par value of $50 per share, pay 
able December 23, 1949, to holders of suct 


shares of record at the close of 
3 o'clock P. M., on December 7, 
C. EARLE MORAN, Secretary 


business at 
1949 
& Treasurer 


| December 23, 
| the close of business December 5, 1949 


half | 


Armrey Company Formed 


(Special to THe FrnanciaL CHRONICLE) 


WINSTON -SALEM, N. C.— 
Armrey Co. has been formed with 
offices in the Reynolds Building 
to engage in a securities business. 
Officers are W. A. Armfield, 
President; L. F. Armfield, Vice- 
President; W. A. Armfield, Treas- 
urer; and Ruth M. White, Secre- 
tary. 


Slayton & Co. Inc. Adds 


(Special to THe FrnanciaL CHRONICLE) 


CINCINNATI, OHIO—Fred P. 
Lutz has been added to the staff 
of Slayton & Co., Inc., Union 
Trust Building. 





With Bache & Co. 


(Special to THe FINaNciaL CHRONICLE) 

CLEVELAND, OHIO—Richard 
M. Freeman is with Bache & Co., 
National City East Sixth Building. 








DIVIDEND NOTICES 


Jackson & Smith Add 

GASTONIA, N. C.—Cecil C. 
Rankin is now with Jackson & 
Smith, Commercial Building. 





Joins Livingston Williams 


CLEVELAND, OHIO — David | 
P. Loyd is with Livingston, | 
Williams & Co., Inc., Hanna| 
Building. 





DIVIDEND NOTICES 


WILMINGTON, DELAWARE: 


The Board of Directors has declared this day 
regular quarterly dividends of $1.12\4 a share 
on the Preferred Stock—$4.50 Series and 874e 
a share on the Preferred Stock—S3.50 Series, 
both payable January 25, 1950, to stockholders 
of record at the close of business on January 
10, 1950; also $1.50 a share on the new $5.00 
par value Common Stock as the year-end divi- 
dend for 1949, payable December 14, 1949, to 
stockholders of record at the close of business 
on November 28, 1949. 


L. puP. COPELAND, Secretary 





& COMPANY 





E. |. bU Pont DE NEMOURS | 


November 21, 1949 | 





THE ALABAMA GREAT SOUTHERN 
RAILROAD COMPANY 


New York, N. Y., November 29, 1949. 


A dividend of $4.00 per share on the Pre- 
ferred Stock of The Alabama Great Southern 





Railroad Company has been declared payable 

1949, to stockholders of record at 
A dividend of $4.00 per share on the Ordi- | 

nary Stock has been declared payable December | 

23, 1949, to stockholders of record at the close | 

of business December 5, 1949. 

J. J. MAHER, Secretary. 








Allied Chemical & Dye Corporation 


61 Broadway, New York 


November 29, 1949 


Allied Chemical & Dye Corporation 
has declared the following dividends on 
the Common Stock of the Company: 

Quarterly dividend No. 115 of One 

Dollar and Fifty Cents ($1.50) 

per share. 

Special dividend of Four Dollars 
($4.00) per share. 

December 
olders of 


ss Decem 


Both dividends are payable 
20, 1949, to common stock! 
at the close of busine 


1949. 


record 
ber 9. 
W. C. KING, Secretary 











Dorden’s 


DIVIDEND No. 159 





The final dividend for the year 1949 
of ninety cents (90¢) per share has 
been declared on the capital stock 
of The Borden Company, payable 
December 21, 1949, to stockholders 


of record at the close of business 
December 5, 1949. 

E. L. NOETZEL 
November 29, 1949 Treasurer 











AMERICAN LOCOMOTIVE COMPANY 


30 Charch Street Hogs New York & N.Y. 


PrerorkeD DivipenD No. 

Common Divivenp No. 98 
Dividends of one dollar seventy five cents 
($1.75) per share on the Pref Merred Stock and 
of thirty five cents (35¢) per share on the 
Common Stock of this Company have been 
declared payable January 1, 1950 to holders of 


record at the close of business on December 9, 

1949. Transfer books wil! not be closed. 
CARL A. SUNDBERG 

November 28, 1949 Secretary 








AMERICAN 
BANK NOTE 





™’ \/ 
JOMPANY 
Preferred Dividend No, 175 
Common Dividend No 164 
Common Div idend No 165 
A quarterly dividend of 75¢ per ape 
(144%) m the Pret ed Stock for t! 


ber 31, 1949 
a year-end hock 


ae 


quarter endi ing Decem 
able January 3, 1950, 


dend of 40¢ per share on the Cor 

Stock payable December 29, 1949 ind a 
dividend of 40¢ per share on the Com- 
mon Stock payable January 3, 1950 have 
been declared, to respective holders of 
record December 5 949 The stock 
transfer books will remain open, 

W. F. Cotcroucn, JR 
No: embe o Adieb ae mecretary 
ate ean 








—s 


(COMMERCIAL SOLVENTS 
Corporation 
DIVIDEND No. 60 





A dividend of thirty-seven and one- 
half cents (37 '4¢) per share has to- 
day been declared on the outstanding 
common stock of this Corporation, 
payable on December 23, 1949, to 
stockholders of record at the close of 
business on December 7, 1949. 


A. R. BERGEN, — 
Secretary. 
November 30, 1949. 











EATON MANUFACTURING COMPANY 


Cleveland 10, Ohio 
Extra Dividend 
DIVIDEND NO. 103 


The Board of Directors 
of Eaton Manufacturing Company 
has declared an extra dividend of 
One Dollar ($1.00) per share on 
the 1,792,520 $2.00 par value com- 
mon shares of the Company issued 
and outstanding, payable December 





22. 1949, to shareholders of record 
at the close of business, 
December 8, 1949. 

Declared on H. C. STUESSY 


November 28, 1949 





Secretary 








IRVING TRUST 
COMPANY 


One Wall Street, New York 
November 23. 1949 


The Board of Directors has this 
day declared a quarterly dividend 
of 20 cents and an extra dividend 
of 10 cents (total 30 cents) per 
share on the capital stock of this 
Company, par $10., payable Janu- 
ary 3, 1950, to stockholders of ree- 
ord at the close of business De- 
cember 12, 1949. 


STEPHEN G. KENT, Secretary 





|With A. M. Kidder & Co. 


(Special to THe FINnaNciaAL CHRONICLE) 


ST. PETERSBURG, FLA. — 


| Willard L. Ogden is now with) 
| 


A. M. Kidder & Co., 400 Beach 
Drive. 


DIVIDEND NOTICES 








HOMESTAKE MINING COMPANY 
| YEAR-END DIVIDEND No. 874 
The Board of Directors has declared a year- 
| end dividend No. 874 of seventy-five cents ($.75) 
per share of $12.50 par value Capital Stock, 
| payable December 16, 1949 to stockholders of 
record December 6, 1949. 
Checks will be mailed by Irving Trust Com- 
pany, Dividend Disbursing Agent. 

JOHN W. HAMILTON, Secretary. 
| November 22, 1949 


GS 


hea 








THE SAFETY CAR HEATING 
AND LIGHTING COMPANY, INC. 
DIVIDEND NO. 210 
The Board of Directors has de- 
clared a year-end dividend of 6242¢ per 
share on the outstanding Capital Stock of 
the Company of the par value of $12.50 per 
share, payable December 23, 1949, to hold- 
ers of record at the close of business De- 

cember 2, 1949. 








J. H. MICHAELI, 
Treasurer 


November 22, 1949 








GoRPORATION 
Dividend No. 15 


A dividend of Twenty-five cents (25¢) per 
| share will be paid January 16, 1950 on the 
Common Stock of the Corporation, to stock- 
holders of record at the close of business 
| December 31, 1949. 


| Wicnita River Or 
| 


Josern L. Martin, Treasurer 


| November 30, 1949. 











_O’okiep Copper Company 
Limited 


Dividend No. 12 











INTERNATIONAL BUSINESS 


MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 139th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $i.00 per share, 
payable December 10, 1949, to stockholders of 
record at the close of business on November 22, 
1949. Transfer books will not be closed. Checks 
prepared on- IBM Electric Punched Card Ac- 
counting Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 


October 25, 1949 
MACHINES CORPORATION 


590 Madison Ave., New York 22 


The Board of Directors of this Corporation has 
this day declared a stock dividend at the rate 
of five shares for each 100 shares held, to be 
issued January 25, 1950, or as soon thereafter 
as practicable, to stockholders of record at the 
close of business on January 5, 1950. Transfer 
books will not be closed. 

A. L. WILLIAMS, Vice P: 
October 25, 1949 


NER 4? 
g (A 


Yay © 





INTERNATIONAL BUSINESS 


es. & Treasurer 





Mining and Manufacturing 
Phesphate - Potash * Fertilizer - 


* 


Dividends were declared by the 
Board of Directors on 
November 17, 1919, as follows: 
% Cumulative Preferred Stock 
31st Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Fifty Cents (50¢) per share. 





Checks will be mailed. 


be * 
| INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 20 North Wacker Drive,Chicago6  ™ ROYAL 
| ‘ 





Chemicals 


Both dividends are payable December 
30, 1949, to stockholders of record at 
the clese of business December 9, 1949. | 


Robert P. Resch | 
/ Vice President and Treasurer | 


NOTICE TO HOLDERS OF 
AMERICAN SHARES 

Dividend No. 

declared Nov 


Shares of 


12 of two shillings per share, 
ember 17, 1949 on the Ordinary 
O'okiep Copper Company Limited 
will be erted to United States funds at the 
rate of $0.14 per shilling. The net amount pay 

| able December 12, 1949 to the holders ot 
American Shares of record at the close of busi 
ness November 28, 1949, after deducting the 

| 72% Union of South Africa non-resident share 
holders ix due thereon, will be $0.259 per shar« 
By order ot the Board of Directors. 

H. E. DODGE, 

.. November 29, 


cony 


Secretary. 


New York, N. Y¥ 1949. 








-ROBERTSHAW - FULTON 
CONTROLS COMPANY 


Greensburg, Pa. 
Ps ae COMMON STOCK 
ff, 


PREFERRED STOCK 


Regular quarterly divi 
dends of 25¢ per share 
and an extra dividend of 
15¢ per 
Common __ Stock, 
29' ig ¢ per share on the 
4%Y% Cumulative Con- 
vertible Preferred Stock 
have been declared, all 
leans January 1, 1950 
to stockholders of record 
at the close of business 
December 12, 1949. 


The transfer books will 
not be closed. 





% 


WALTER H. STEFFLER 
Secretary & Treasurer 


November 29, 1949 











ovat Tyeewrirer 
Company, Dae. 


| Adividend of 134%, amounting to 

$1.75 per share, on account. of the 

current quarterly dividend period 

ending January 31, 1950, has been 
| declared payable January 16, 1950 
on the outstanding preferred stock 
of the Company to holders of pre- 
ferred stock of record at the close 
of business on January 5, 1950. 


A dividend of 50¢ per share has 
been declared payable January 16, 
1950, on the outstanding common 
stock of the Company, of the par 
value of $1.00 per share, to holders 
of common stock of record at the 
close of business on January 5, 
1950. 


November 
30, 1949 


H. A. WAY 
Secretary 





DIVIDEND NOTICES 








‘pee, OTIS 
ELEVATOR 
COMPANY 





PREFERRED DIVIDEND No. 1 


A quarterly dividend of $1.00 per 
share on the Preferred Stock of 
the par value of $62.50 per share, 
has been declared payable Decem- 
ber 20, 1949, to stockholders of 
record at the close of business on 
December 7, 1949. 
Checks will be mailed. 
Bruce H. WALLACE, Treasurer 
a New York, November 23, 1949. 














UNITED GAS 


CORPORATION 


SHREVEPORT, LOUISIANA 


Dividend Notice 


The Board of Directors has this date 

declared a dividend of twenty-five cents 

(25¢) per share on the Common Stock 

of the Corporation, payable January 2, 

1950, to stockholders of record at the 

close of business on December 7, 1949. 
J. H. Mrracre, 


November 30, 1949 Secretary 

















share on the | 
and | 





as _ 


UNITED FRUIT COMPANY 


DIVIDEND NO. 202 


A dividend of fifty cents per 
share on the capital stock of 
this Company has been de- 
clared payable January 13, 
1950 to stockholders of record 
December 8, 1949. 
EMERY N. LEONARD 
Treasurer 


XY 








THE 
V Vest Penn 


Electric Company 


(INCORPORATED) 


COMMON DIVIDEND 


The Board of Directors of The West 
Penn Electric Company has declared a 
quarterly dividend on the Common Stock 
of the Company in the amount of forty- 
five cents (45¢) per share, payable on 
December 28, 1949, to stockholders of 
record at the close of business on De- 
cember 9, 1949. 

H. D. McDoweE t, Secretary 


° ® 

















76th Dividend 





The Directors of Ronson Art Metal 
Works, Inc. have declared a regu- 
lar quarterly dividend of Twenty- i 
five cents (25¢) per share plus an 
extra dividend of One Dollar and 
Twenty-five cents ($1.25) per share 
on the common stock, payable 
December 12, 1949, to stockhold- 
ers of record at the close. of busi- 
ness, December 5, 1949. 


ALEXANDER HARRIS 
President 





ALEXANDER ARONSON 

Vice-Pres. & Treas. 
- Nov. 22 . . 
Newark, N. J. 
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winter will provide another pe- 
riod of tense trial between the 
, western powers and Russia over 
Berlin. 

| The airlift, the Military gov- 

au Hl | ernment, provided the Western 

i Zone oi Berlin with employment 

—_ Behind-the-Scene Interpretations And You | last winter. Both are gone, and 

> from the Nation’s Capital unemployment is increasing. It 
l { H | may increase more beyond its 


‘ present level, of a quarter-million 
CIGAR CO. 





6 Deke omnes eins 


ULL) 2 





out of a population of 2,000,000. 


With an army in Eastern Ger- 
many under Red contrel, a cap- 


WASHINGTON, D. C.—Shhh! Don’t teil anybody, but it’s those 
selfish, ignorant, no-good bankers who are responsible for the tact 
that the Federal Reserve Board doesn’t have adequate power to deal 











with an inflationary «poch. 
The Administration, 
gress? Oh, pshaw, all that 
is that it handicaps the 
Rererve with responsibility 
maintaining “an orderly 
for Government bonds.” Besides, | 
you can’t blame the Administra- 
tion and Congress. You can’t bite 
the hand that you hope will feed 
you, so why not blame the com-| 
mon enemy?” 
if you don’t believe this, read 
Mr. Eccles’ presentation before the | 
Monetary Subcommittee of the 
Joint Economic Committee, full | 
text of which appeared in the) 
“Chronicle” of Nov. 24 on page 15. 


After pleading for the Re- 
serve Board’s old line for higher 
reserve requirements, Mr. Ec- 
wiles said: “Of course, organized 
banking and its spokesmen, 
chiefly the large city banks, do 
not want any change. They 
mever do. Throughout the long 
history of banking reform in 
this country—and it is still far 
frem complete—the same bank- 
ers or their prototypes have 
been for the status quo. 

“Beginning with the National 
Banking Act they have fought 
every progressive step, includ- 
ing the Federal Reserve Act and 
the creation of the Federal De- 
posit Insurance Corporation. If 
you abide by their counsels or 
wait for their leadership you 
will never do anything in time 
to safeguard and protect pri- 
wate banking snd meet the 
changing needs of the economy 
in such a way.’ . and so on. 


ff Big Banking were just wise, 
explained Mr. Eccles, it could 
avoid farther “intrusion of the 
government into the field of pri- | 
vate credit.” | 


What Mr. Eccles means is that 
if Big Banking would just leave | 
everything to Marriner, then | 
Harry Truman wouldn’t be inter- 
ested in unlimited veterans’ hous- 
ing mortgage money with nothing | 
down at 4%: in a billion for co- 
operative housing; in $19 billion 
for public housing; in a few bil- 
lions for guaranteed commodity | 
loans; in housing financed at 5% 
down with 30 years to pay, and 
so on. Harry Truman just isn’t a 
monetary factor to reckon with. 
Just take Big Banking off Mar- 
riner’s neck, and Marriner will 
solve all. You can count upon it, 
because Harry and Marriner are 
just like that. 

It is notable that throughout the 
Monetary hearings thus far, the 
Federal Reserve Board’s official 
or implied line has been two-fold: 
It has accepted the war, deficit fi- 
nancing, and the Adiministration’s 
preoccupation with specific infla- 
tionary programs with a shrug of 
the shoulders. Conversely, it has 
burst forth as usual with pro- 
posals for additional powers, the 
use of which would be designed to 
impose upon—not just the private 
financing system of the country 


means 





| 


the Con-* 
Federal | 


for | 
market} 


| Federal 
fand Fair 
| imagine Mr. Eccles, 
| funds 
| Congress with a request for 100% 
| reserve 


| of complete 


|facets of 


rency, 








but that system’s customers—not 


merely the burden of countering | 


an inflation but of countering | 
government inflation as well. | 
Chairman Thomas B. McCabe was 
polite, oblique, and almost incom-.- 
prehensible. Mr. Eccles was blunt. 
ili-tempered, and most direct in| 
blaming the well-accepted public | 
whipping boy with few votes or'| 
powerful friends at court, the pri-| 
vate banking system. 
Except for Mr. Eccles’ vehe- 
ment self-righteousness fer ex- 
panded Federal Reserve powers. 
the Douglas monetary hearings 


| opposition 


so far have sient both dull aii 
a disappointment. The same ar- 
guments were propounded as 
were set forth in the special 
“anti - inflation” Congressional 
session of 1947, again in 1948, 
and finally up until May of this 
year. 

If the Federal Reserve Board 
has sufficient courage to strike 
out frontally against the part 
which the Administration (with 
the consent of Congress) has 
played in obsoleting the Re- 
serve System, it is not apparent. 
Even Chairman Douglas of the 
subcommittee, who started out 
pitching his questions as if he 
were almost a 100% FR Board 
partisan, shows signs of waver- 
ing. 
Likewise, 

even hinted that the Federai Re- 
serve Board, after 


dinosaur, 
in another decade or so, 
creature will 


this new 
trample down the 
Reserve System more 
completely than the wer plus New 
Deals. It is possible to 
with pension 
abooming, coming before 
requirements, 
term expires in 1958 


before his 


Mr. Eccles created the impres- 
sion of coming closer to the idea 
central bank domina- 
| tion of all private banking (ex- 
| cluding, of course, some imoortant 
government financing). 
than any other Federal Reserve 
spokesman. While his language is 
ae escapist, it gave the 

pression that the Federal De- 
aah Insurance Corp. should not 
amount to much. In obvarticular, 
| Mr. Eccies wanted to take over 
the bank examination functions 
of the Comptroller of the Cur- 
who supervises 
banks. Like Chairrmman McCabe 
wanted non-members subjected to 


the same reserve requirements as | 


member banks. 


Finally the Reserve Beard as 
a whole would bring the Re- 
construction Finance Corp. into 
the home dock of the FR Board. 


There, again, it is those bad 


bankers who were responsible for | 


irustrating holy objectives. Mr. 


Eccles explained it himself. There | 
up | 
One was the proposal 


are two pronosals which 
agitation.” 
to subject non-member 
Reserve system reserve 
ments. 

“The other proposal,” 
“is that the Federal Governmen) 
apply the principles and objec- 


“stir 


banks to 


tives.of the Hoover Commission to | 


the Federal agencies concerned 
with banking, monetary and 
credit policy. Bankers believe in 
the objectives of the Hoover Com- 
mission, at least as applied to all 
other activities of the government 

why rot the banking activi- 
| ties?” Later he referred to this 
as “divide and con 
quer.” 

It may be an education to Mr. 
Eccles, but if he is around Room 
318 Senate Office Bldg. in 2 
day or so, he will learn that the 
Treasury objects very violently 
to its national bank supervision 
being absorbed by the Federal 
Reserve Board. The RFC seems 
to object to the “clarification of 
its functions,’ Reserve Board 


it has not yet been) 
viewing the) 
steel pension settlement prototype | 
of the new pension fund financial | 
has even suspected that | 


|ing a 


national | 
‘ he } 


require- | 


he said, | 
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described, which would give it 
a chance to pick over the busi- 
ness lending carcass only after 
the bird was served at the Re- 
serve Board’s table first. And 
the FDIC has no intention of 
becoming whatever fiddle to 
Eccles that Mr. Eccles proposes 
it shall be. These are, inciden- 
tally, government agencies. 


Out of the failure 
ferrous minerals 
clear the House 


of the non- 
suosidy bill to 
this year, is com- 
determined study by 
Burean of Mines and the Treasury 
cf ways of providing tax incen- 
tives as an alteinative 
encouraging the 
copper, lead, zinc, and other non- 
ferrous metals from marginal 
mines, or the exploration and de- 
velopment of new deposits. 


production 


The bill, sponsored by Sena- 
tour Joseph C. O’Mahoney, and 
bottled up in the House thus 
far, would authorize the gov- 
ernment, for a trial period of 
three years, to pay up to half the 
costs of prospecting and devel- 
opment work, OR to purchase 
minerals and metals at premium 
prices. If the commodities were 
not transferred te defense 
stockpile, they could be seld on 
the market at prices that would 
return the government the av- 
erage prices paid, marketwise, 
and the government would ab- 
sorb the loss. 


lernment control over 


| three 


the | 


| something 
means of | 
of 


This bill implied thorough gov- 
domestic 
| mining. Instead of this proposition 


the officials concerned are study- 
ing tax incentives, 


allowances, the Cana- 
system of no taxation for 
years after capital invesi- 
and any other scheme. 


Any proposal which might 
recognize the value of tax in- 
centives for mining would im- 
ply the value of tax incentives 
on a much broader scale. 


% % 


dian 


ment, 


This week officials are settling 
down to see if the promise of 
Septemover to the British of doing 
about “stabilizing” 
world markets for rubber, tin, and 
oil, can be fulfilled. Such promises 
were made as a pari oi tne Joint 
Communique issued in September 
at the coi:clusion of the American- 
British-Canadian monetary talks. 


In the case of rubber and oil, 
any “stabilization” means sub- 
erdination of the domestic in- 
dustry for the British import. If 
rubber is to be given a guaran- 
teed market at a higher price 
for a period of years, the Ad- 
ministration has got some prob- 
lems on its hands. It must de- 
cide whether to clamp down on 
the entire rubber-using indus- 
iry, especially the production of 
synthetics, and at what cost. 
The domestic oil producers are 
really primed to give the Ad- 
ministration a battle next year 
if it is throttled. 


+ 


There is thought to be a danger- 
ous possibility that this coming 


including the) 
| possibility of revising the existing 
| depletion 


tive “German” army, the Reds 
may seek a plebiscite after 
“evacuating” their own troops 
from Eastern Germany. With 
unemployment and distress, 
such a plebiscite might turn 
against the West. 


(This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views.) 


Goodhody Anpoints 
Loeffler, Eiger 


The appointment of Albert 
Loeffler and William Eiger as 
joint managers of the Canadian 


| securities department of Good- 


body & Co., 115 Broadway, New 
York City, members of the New 
York Stock Exchange, is an- 
nounced today (Dec. 1).. Mr, 


, Loeffler has been associated with 


Goodbody & Co. for six years. 


| Prior to that he- was with Banque 


Belge New York Agency as. for- 
eign exchange trader and head of 
its security trading department. 
Mr. Eiger was formerly asso- 
ciated with the Royal Securities 
Corp. and Hart Smith & Co., Ca~- 
nadian dealers in securities. 


Distributors Group 
Elect Kimball, Johnston 


Distributors Group, Inc., 63 
Wall Street, New York City, an- 
nounce that Charles E. Kimball 
and Frederick W. Johnston, wha 
have been associated with the 
firm Resident General Man- 
agers, have been elected Vice- 
Presidents. They will continue to 
serve their territories from nead- 
quarters in St. Louis and Chicago, 
respectively. 


as 


— 


With Bache & _— 


(Special to Tue Financial CHronicie) 

MIAMI BEACH, FLA.—Louis 
H. Tea has become affiliated with 
Bache & Co., 235 Lincoln Road. 
He was formerly with Merrill 
Lynch, Pierce, Fenner & Beane 
and Daniel F. Rice & Co. 
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Glens Falls Portland Cement 
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